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SAVING IN THE DEPRESSION 

JOHAN AKERMAN, University of Lund 

1 

Looking back over the economic discussion during the past ten years, 
the first thing that strikes us is the exchange of views that has been 
going on between two opposed schools, each of which considers that 
the principles underlying its own interpretation of economic changes 
are the correct ones. The one school represents, as we know, the purely 
monetary theory of economic cycles; the other school lays most stress 
on the cyclical changes in capitalization. 

There is undoubtedly no higher testimony to Professor Gustav 
CassePs position in the current economic debate of the past decade 
than the fact that no economist has been so persistently quoted by 
both these schools as has Professor Cassel. The monetary school, it 
will be recalled, has declared his memoranda and pamphlets on the 
monetary and financial problems of the day to be the clearest and 
most easily comprehensible expression of its views on the burning inter¬ 
national questions connected with economic policy, while the school 
that is most deeply concerned with the cyclical changes in capitalization 
very frequently reverts to his singularly clear exposition of the theory 
of economic cycles, which regards the monetary factors as elements 
of secondary weight.* Thus, in his frequent contributions to the 
discussion of the past ten years, in which he has sought to throw light 
on the economic situation. Professor Cassel harmonizes his monetary 

• The theory of monetary equilibrium is expounded in the third book of 
Professor CassePs Theory of Social Economy, 1923, and in a great many 
of his writings from 1917 to 1933. The theory of economic cycles is dealt 
with in the fourth book of his Theory of Social Economy, Curiously enough, 
however, both these opposite lines of thought can be referred back to a 
much earlier stage of Professor CassePs authorship. The conclusion that 
“the true rate of interest** is that which is necessary in order to prevent 
variations in the general price level is to be found in The Nature and 
Necessity of Interest, London, 1903, p. 168. (Cf. K. Wicksell, Geldzins und 
Guterpreise, Jena, 1898.) The theory of economic cycles propounded in his 
main work {Theoretische SozialOkonomie, 1918) already occurs fully worked 
out in all essentials in the article Om kriser och ddliga tider (On Crises and Bad 
Times), Ekonomisk Tidskrift, 1904—^a study that should never be overlooked 
in any historical review of the doctrine of the cyclical theory. It is still—thirty 
years after it was written—^well worth translating into one of the world-languages. 
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interpretation of the economic changes with his exposition of the 
principles of equilibrium in a stationary or uniformly progressive 
world, whereas in his theory of economic cycles his reasoning is based 
entirely upon the realistic changes in time. The author of this paper 
would like at once to state that he associates himself with the last- 
mentioned non-monetary part of Professor Cassel’s theory—^that dating 
from 1904 and 1918, and dealing with the economic cycle—^and that 
he is deeply indebted to this theory for any constructive contribution 
he may have been able to make to the knowledge of the nature of 
economic cycles. 


II 

During the general depression that set in in the autumn of 1929 the 
discussion as to the best policy for alleviating the crisis has very closely 
followed the lines of the debate opened at an earlier period between the 
monetary and the capitalization schools. The pre-crisis supporters of 
the former theory regarded the fall in prices not as a consequence of 
the crisis but as its primary cause, and recommended as the universal 
remedy an increase in the volume of credit. Those who held the latter 
view, the capitalizationists, saw in the crisis the natural consequence 
of a disproportionately developed capitalization, and proposed the 
normal remedies, namely, an adjustment of costs, and especially of the 
monopolistically maintained cost elements, to a lower level, so as to 
make production—^particularly in the hardest-hit investment industries— 
more profitable, and thus start a new cycle. It has thus become a 
struggle between “inflationists’’ and “deflationists,” between “expan¬ 
sionists” and “contractionists.” True, there is a large measure of 
agreement in these conflicting views, but it is the dissension between 
currency and banking schools that has, somehow or other, become 
the natural ground of controversy that seems to be indissolubly associated 
with every major crisis.* Owing, however, to the previous extraordinary 

* In the northern countries various contributions in the form of pamphlets 
have been made to this discussion during the past year. The following authors 
may be cited in alphabetical order: J. Akerman, Economic Forecast and Reality^ 
Stockholm, 1933; G. Cassel, Spara eller icke spara {To Save or Not to Save), 
Stockholm, 1933; R- Frisch, Sparing og cirkidationsregulering {Saving and 
Control of Money Circulation), Oslo, 1933; G. Myrdal, Konjunktur och offentlig 
hushdllning {Trade Cycles and Public Finance), Stockholm, 1933; B. Ohlin, 
Ett konjunkturuppsvings fdrutsdttningar och mdjligheter {Premisses and Possibilities 
of a Revival), Stockholm, 1933—^as well as important articles in the Scandinavian 
reviews by K. Schonheyder, J. Warming, and F. Zeuthen. Discussions between 
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rate of increase in the volume of new investment, to the political risk 
involved in the economic consequences of the War, and to the mono¬ 
polistic pressure exerted on the factors of cost and especially on the 
wage level, the process of adjustment has had to take the form of 
Government intervention, whereas under former economic, political 
and social conditions one could rely upon automatic adjustment. 
As a result, many an economist who either consciously or unconsciously 
favours the principle of laissez-jaire has turned inflationist. 

The problem has, however, been further complicated by the fact 
that it has to be regarded both as an internal and as an international 
question, seeing that the international gold standard has ceased to 
function since the autumn of 1931. The relation between price level 
and exchange rates has been found not to function at all in the manner 
anticipated owing to the fact that the depreciation was followed by 
the introduction of trade restrictions in the gold countries, so that 
countries with a depreciated currency have only been able to keep 
up their export by lowering export prices to the same extent as that 
by which the currency has depreciated. The price level has in 
1930-32 continued to fall in both gold standard and paper standard 
countries. England and the Scandinavian countries having failed 
to induce a rise in prices by abandoning the gold standard, it 
has been imagined in many quarters that a rise in prices and a 
normal revival might be successfully achieved if the remaining gold 
countries were likewise to write down their currencies. But such an 
operation presupposes first of all a far closer international co-operation 
and a better internal control of the monetary system than actually 
exist at the present time, and secondly a more or less equal distribution 
ot those interests that stand to gain by the adoption of those measures— 
and this is far from being the case at present either. Further, there is 
the decided objection that a rise in prices brought about by that means 
does not lead to that essential process of adjustment which must be 
the first step towards a revival; for any such process of adjustment 
arises out of a selective demand for certain articles and certain 
services obtained by the relative writing down of the fixed factors 
of cost—chiefly wages and bond interest. Our knowledge has been 
far too dearly bought; for our experience of the numerous currency 

B. Ohlin and J. Akerman on Prisstegringens problem {The Problem of Price 
Elevation) in Det ekonomiska Idget, Stockholm, 1932, nrs. 3-4, and between 
J. Akerman and R. Frisch in Statsekonomisk tidskrifty Oslo, 1933, nrs. 2-3, on 
Depressionens problem (The Problem of the Depression) yUieiy also be mentioned. 
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devaluation booms in the 1920*8 shows that it is not a normal increase 
in employment that is brought about by inflationary means. After 
a short time we find ourselves in the position of having to choose 
between continued uncontrolled inflation or else credit restrictions 
and a new crisis accompanied by serious unemployment. 

In face of these difficulties even those economists who are in favour 
of an international devaluation of currency have declared that in 
domestic policy one cannot merely wait and see, but that steps must 
be taken to cut down costs. This involves a reduction of current income 
in favour of investment—^in other words, it implies an increase in 
saving. In the following discussion, then, we can confine ourselves to 
studying the problem of saving in a depression, on the assumption 
that we only have to consider the situation in one single country or in 
world economy regarded as one unit. The study of a century of economic 
cycles—as well as of the most recent depression—^would appear strongly 
to support the assumption that the crux of the crisis problem consists 
not primarily in disturbances in international relations but in dis¬ 
turbances in the exchange between present and future goods. 

Ill 

As a background to the discussion of the problem before us we shall 
first state the essential features of the cyclical display, and we cannot 
do this better than by citing the following from Professor CassePs 
study of the subject in 1904: “Good times are characterized by the 
community’s forces of production being largely withdrawn from the 
function of supplying current needs and utilized for the creation of 
fixed capital, i.e. for purposes that primarily belong to the future.”* 
Then comes the crisis, with its need for adjustment and adaptation. 
“The popular conception is undoubtedly that during bad times a 
great deal of money accumulates which cannot find suitable investment. 
A similar trend of thought is often observable even in scientific litera¬ 
ture.”! “It must however be remembered that from the bank’s point 
of view deposits represent debts, and that the bank must have some 
assets to offset these debts. The bank is thus simply obliged to invest 
its funds in some way or other. If it wishes to avoid investing in the 
ordinary sense of the word, it can of course deposit its surplus funds 
in the central bank. But then this deposit becomes a debt incurred by 
the central bank, which in its turn has to retain some asset to cover 

♦ Ekonomisk Tidskrift^ 1904, p. 65. f Ibid., p. 63. 
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this indebtedness. This asset may consist of bills discounted by the 
central bank, in which case, of course, the funds have been directly 
invested in business—^advanced to traders and manufacturers who 
require money in order to maintain commodity stocks. The central 
bank may possibly buy Government bonds or Treasury bills, thereby 
lending money to the State, which invests it in its business activities 
in the form of buildings or establishments. Again, the central bank 
may convert its funds into gold or foreign balances. But in all these 
circumstances the money has to be invested somehow or other. The 
idea that monetary assets can exist in the air without any concrete 
equivalent whatsoever is manifestly wrong.'’* 

There is thus no “free money” that merely requires to be “put into 
circulation” in order to raise the price level and restore prosperity. 
“If it is intended to pay for new State operations by taking up loans it 
must be remembered that the capital the State proposes to utilize for 
the purpose is already employed in economic life”']'—it will thus entail 
a transfer of savings from private enterprise to State operations, in so 
far as the new loans do not induce fresh saving, i.e. a restriction of 
current consumption. 

Finally, it is “quite a common idea that funds can be withdrawn 
from the future in order in times of depression like the present to 
provide work for the unemployed. It is supposed that there is a great 
deal of expenditure that in any case has to be borne at some future 
time, and that it is therefore best to bear it now when there is not 
enough work to go round. . . . This reasoning is however entirely false, 
since it is impossible to dispose of funds that are only available in 
the future”; J and since, to put it more definitely, the future cannot be 
foreseen, all fresh capitalization is an experiment, the result of which 
can only be put to the test when the new means of production are 
ready for use. The idea that the budget need not be balanced because 
one can borrow from the future’s increased incomes in order to relieve 
the difficult situation of the moment is thus based on a sophism. 

It being, then, manifestly impossible during the depression to procure 
“unemployed money,” impossible to create fresh capital goods merely 
by transferring loans from private to public enterprise, and impossible 
to obtain money from the future free of charge, we find that the desired 
new capitalization is only attainable by means of new saving, i.e. by the 
canalization of current income in the direction of manufacturing 

* Gustav Cassel, Spara eller icke spara^ p. 17. 

t Ibid., p. 50. t Ibid., p. 53. 
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goods with a longer manufacturing period—^that is to say, for the 
creation of means of production. Our task, then, is to examine the 
conditions and the forms calculated to effect such an increase in 
savings as can serve as a basis for increased capitalization, and thereby 
for a normal revival. 


IV 

The chief fault in the views here criticized lies, to my mind, in their 
inability to appreciate the temporal connection in the process of 
creating fresh capital goods.* It must be realized that, genetically 
speaking, credit is the crucial point in the time factor, that the entire 
function of credit is to bridge over the intervals of time determined by 
the processes of production. Loans for purposes of consumption do 
not have this implication, and there is therefore nothing inconsistent 
in the fact that those who think that the solution of the crisis lies in an 
increase in the circulation of money cannot grasp the significance of 
productive credit, which is, of course, the only credit form of im¬ 
portance, if economic activities are to be expanded on sound lines. 

The savings required as a substructure for the creation of fresh 
capital goods must thus be associated with a certain period of time, 
viz. the average duration of the process of production. We find this 
point also dealt with in a passage written thirty years ago, in which 
the nature of the problem is defined in very clear terms: “When a 
person undertakes to supply the waiting required for a production 
process, the natural period for that waiting is at least as long as the 
period of production itself; and in waiting for the consumption of 
durable goods, money would naturally have to be invested for the whole 
period of consumption. Hence it may be said that waiting for long 
periods is the real and principal form of waiting.”! If we apply these 
words to the crisis that set in in 1929, we shall realize their true signifi¬ 
cance. The very thing lacking during that depression was a supply of 
waiting for long periods; the supply of short credit, as expressed in 
extremely low short-money rates, has been ample, but the supply of 

* Cf. D. H. Robertson, Banking Policy and the Price Levels London, 1926; 
J. Akerman, Om del ekonomiska livets rytmiky Stockholm, 1928, and, in ele¬ 
mentary form. Economic Progress and Economic Crisesy Stockholm, 1931, 
London, 1932; F. A. Hayek, Preise und Produktiony Wien, 1931. 
t G. Cassel, Nature and Necessity of Interesty p. 135. Thus we already find in 
this work, written three decades ago, a foundation of the thesis that saving in 
the depression is an essential prerequisite of a revival. 

16 



SAVING IN THE DEPRESSION 

real, productive credit for permanent investment has been lacking. 
All the efforts of an easy-money policy—purchasing bonds in the 
open market, lowering the discount rates by international agreement 
between the leading central banks, and such-like stimulating measures— 
proved of no avail.* 

It is manifest, therefore, that the problem is closely bound up 
with the conditions making for productive saving, by which is meant 
waiting for long periods. It is this problem that we now propose briefly 
to examine. 


V 

We apparently have to deal, then, with three different kinds of saving, 
viz. actual short savings potential long savings and actual long saving,] 

To take the term actual short saving first, this obviously finds 
expression in bank deposits subject to short notice of withdrawal. 
We have just pointed out that these deposits cannot be regarded as 
an expression for free savings awaiting investment. If this credit is 
to be redisposed of, it must be released from the real investments that 
lie behind it. Some of these investments, however, may be said to be 
in part not very productive—they consist, to a certain extent, of gold 
bullion. Now, if a portion of the credit that is thus tied up in non¬ 
productive liquidity reserves is mobilized and made to serve as a basis 
for the creation of fresh means of production, the short waiting has 
been converted into long waiting. 

The question is, then, whether such a redisposal of credit is worthy 
to be regarded as a subject of primary importance in the discussion on 
the cyclical mechanism. There is only one single sum that can be 
said with any degree of certainty to be directly connected with the 
increase in the disposable liquidity reserve, and that is the amount 
added to the holdings of monetary bullion during the depression. The 
gold that flowed into the central banks in 1930--32 has thus not given 
rise to any increase of productive credit, and cannot therefore be 
regarded as an expression for short waiting—so long as it has not 
served as a basis for credit accommodation for covering losses. But 

* Cf. J. Akerman, Some Lessons of the World Depression, Stockholm, 1931; 
also W. W. Aldrich, The Causes of the Present Depression and Possible Remedies, 
Washington, D.C., 1933. 

t The economists who have rendered the greatest service in differentiating 
between the various kinds of saving are, of course, A. Spiethoff and D. H. 
Robertson. 
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this sum—^about 1,750 million dollars—^is, nevertheless, insignificant 
compared with the world’s total volume of production. True, we 
might conceivably add to this sum liquidity reserves of another kind, 
but on the whole this supply of short saving cannot be regarded as a 
main factor in the problem of the distribution of the crisis. 

Potential long saving consists essentially of commodity stocks. 
The question is, then, whether these stocks are of such consequence 
that they may be regarded as large capital reserves on which fresh 
capitalization can be based. In recent years the scope of that quite 
valuable field of statistics which deals with commodity stocks has been 
enlarged and, what is still more important, their quality has been 
improved. The data now available do not however go further back 
than to the 1920’s, so that we are still unable to state anything with 
certainty as to the movements of stocks during the “normal” pre-war 
period. If, therefore, we would determine the importance of the part 
which the changes in stocks play in the cyclical movement, we must 
assume that there really has been a cyclical movement during the past 
ten years—^that there has in fact existed during the period a regular 
interrelation between economic progress and economic crises. This 
assumption is, in my view, quite defensible as a basis of argument, 
but it needs to be specially pointed out in order to avoid the possibility 
of misunderstanding. 

The figures in the table are quoted from the available data con¬ 
cerning the changes in commodity stocks.* 

Upon examining these figures we find that the typical cyclical 
movement of industrial production, which shows a rising tendency up 
to 1929, followed by a falling tendency, corresponds to an entirely 
similar change in the stocks in industry and the retail trade. In complete 
contrast to the popular idea that in the trough of a depression the 
factories and shops are chock-full of unsaleable goods, it is a fact that 
these stocks were heaviest during the boom in 1929 and very much 
smaller when the depression was at its worst in 1932. 

It is very striking to observe, however, that stocks of staple com¬ 
modities did not change in conformity with production, which may 
here be regarded as the basic index of economic cycles. We find that 
throughout the entire period the American staple commodities show 
a fairly regular rise, and this is still more clearly brought out by a 

* Sources: United States, Survey of Current Business) Germany, Institut fUr 
Konjunkturforschung; Sweden, Sveriges Industrifdrbund; The Netherlands, 
De nederlandsche conjunctuur, 
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study of the statistics of world stocks. The following data showing 
the total production and stocks of a number of important articles 
are instructive:* 

PRODUCTION, MONTHLY AVERAGE, AND STOCKS 
AT END OF YEAR 



1927 

1928 

1929 

1930 

1931 

1932 

Sugar, productionf 

22 

23 

23 

24 

20 

18 

Sugar, stocksf . • 

41 

43 

SS 

70 

86 

87 

Coffee, production! 

19 

II 

21 

13 

19 

14 

Coffee, stocks! .. 

no 

no 

ISO 

19s 

220 

185 

Cotton, production! 

43 

47 

47 

47 

49 

42 

Cotton, stocks! 

100 

76 

79 

140 

190 

230 

Petroleum, production’*'. . 

IS 

15 

17 

16 

19 

17 

Petroleum, stocks* 

72 

76 

82 

80 

7 S 

69 

Tin, production§ 

13 

IS 

16 

IS 

13 

9 

Tin, stocks§ 

16 

25 

28 

S 3 

62 

S 7 

Zinc, production§ 

109 

117 

121 

116 

83 

65 

Zinc, stocks§ 

38 

42 

73 

140 

138 

125 


* 1,000,000 tons. t 100,000 tons. J 10,000 tons. § 1,000 tons. 


In order to enable us to form an exact idea of the relation between 
stocks and production the above figures representing these two factors 
may be divided the one into the other, which gives us an index of the 
changes in stocks in relation to the changes in production. An index 
on this basis would work out as follows: 



1927 

1928 

1929 

1930 

1931 

1932 

Sugar 

1-8 

1*8 

2-4 

2-9 

4-4 

4-8 

Coffee 

5-8 

10*0 

7*2 

i4'7 

11*7 

I3'3 

Cotton 

2*3 

1-6 

1*7 

30 

3-8 

S *4 

Petroleum 

4*9 

4*9 

4*8 

4*9 

4-1 

4-1 

Tin . 

I -2 

1-6 

1*7 

3-S 

4-6 

6*5 

Zinc 

0*3 

0*3 

0*6 

1*2 

1-4 

1-9 

Unweighted average .. 

2*7 

34 

3*1 

S-o 

S*o 

6*0 


* From De nederlandsche conjunctuur^ i933, nr. i., p. i, and London and Cant'- 
bridge Economic Service. 
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We see, then, that changes in stocks of staple commodities in relation 
to changes in production of the same commodities show the same 
tendency both before and after the crisis of 1929. For the year after 
the crisis this proportional figure shows a particularly strong rise— 
it is, strictly speaking, the only cyclical phenomenon; otherwise there 
is an uninterrupted rise throughout. The rise in the stocks of staple 
commodities must to a certain extent be a secular phenomenon and 
one that is connected with that change in production and marketing 
technique which we have been accustomed to call rationalization. 
This “over-production’* of a secular and not of a cyclical type has 
been caused by the sudden rise in productivity, and the inability 
of the factors of consumption to adapt themselves thereto is in turn 
a consequence of a monopolistic determination of wages, prices, and 
long money rates. It is this fact that we see reflected in the increase 
of staple commodities in the boom years 1927-29 as well as in the 
slump years 1930-32. 

Now, if we take the increase of stocks during the depression to be 
an expression for increased saving, we cannot attribute to this rise 
the importance attaching to a particularly characteristic feature during 
the present depression; on the contrary, the increase of stocks in 
proportion to production happens to be unusually small during this 
depression, for normally the proportional figures expressing the relation 
between stocks and production fall during the revival period and rise 
during the depression. For this very reason we cannot say that the 
increase of stocks during the present depression implies an adequate 
increase of saving out of which the new investment can arise. Moreover, 
the stocks of staple commodities differ considerably in size and only 
represent certain specific raw commodity markets. There is no question 
whatsoever of subsistence funds—including well-proportioned stores 
of all necessities of life—^which on the basis of the average normal 
consumption are properly distributed and which might be transferred 
to the unemployed capital industries. In order therefore to create such 
necessary “rations” we shall have to bridge over large intervals of time 
and space; the raw materials must be converted in major or minor 
quantities—differing in different cases—into manufactured articles, 
but the whole of this process can only be set in motion in a normal 
revival by an increased demand on the part of those workers who are 
newly employed in the capital industries. Whenever therefore we 
find people regarding the relatively heavy stocks of certain staple 
commodities as an adequate excuse for a policy involving a general 
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increase in purchasing power and consumption, we must attribute it 
partly to that fairly common occurrence in economics, an unwarranted 
generalization—as when one speaks, for instance, of “goods” and 
“money” without exactly specifying what is meant by those terms— 
and partly to the false premiss that a normal revival starts with an 
increased consumption of necessaries, when it is really a function of 
increased enterprise in the capital industries. For these reasons, then, 
we may reject the view that the increase of certain raw commodity 
stocks which has been going on during the depression represents an 
adequate increase in the supply of potential long saving as a basis of 
new investment.’**' 


VI 

When we are confronted with the question of actual long saving and 
its significance during the depression, we at once find that we must 
divide it up into voluntary saving and forced saving. 

The significance of forced saving—engendered by a rising price 
level—^has been thoroughly discussed during the past decades in 
connection with the attitude of the monetary theory towards investment. 
However, it should first of all be emphasized in this connection that 
voluntary saving plays an extremely important part—especially during 
the depression, when forced saving by inflation is of course non¬ 
existent. It is during this period that the investment of corporate 
savings is of great importance, for recourse is had to the corporations’ 
reserves in order to enable them to retain their skilled staffs, to prevent 
the costs of production per produced unit from rising too high owing 
to the output being excessively below capacity, and to modernize the 
mechanical equipment at a time when producing for the market places 
no obstacles in the way of rationalizing the manufacturing process.f 
If an increase of occupation is desired, it must first of all be directed 
to those branches of industry in which unemployment is most serious, 
that is to say, to the capital or investment industries. During the early 
part of the depression enterprises will not have recourse to the public 
for obtaining subscriptions to share and bond issues, they will rather 

• See further the author’s Economic Forecast and Reality^ Stockholm, 1933. 
t The great importance of investment within corporations was stressed long 
ago by L. V. Birck.—R. Weydenhammer has recently shown that in 1929 cor¬ 
porate savings amounted to 63 * 5 % of the total sum of savings in the United 
States. {Faulty Investment of Corporate Savings^ American Economic Review^ 
March 1933.) 
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resort to their bank balances for such re-investment in their respective 
businesses as may be decided upon. Our task then condenses down to 
solving the question: What conditions are capable of inducing this 
increased corporate re-investment? To which our answer must be: 
A rise in the general savings quota, which guarantees a steady growth 
of the volume of savings that may be placed at the disposal of the 
investment industries. The swelling of bank balances is therefore 
not a proof of “unused savings,” but a necessary preliminary to an 
increase of investment within the corporations; an increase of voluntary 
savings is a necessary premiss to voluntary investment. This point 
affords a striking reminder of the necessity for abandoning a pure 
equilibrium analysis according to which savings and investment are 
supposed to be identical things because they might be concurrent in 
the long run. When industrial enterprises utilize their bank deposits 
for starting reinvestments, primarily in the form of a modernization 
of production, they take it for granted that this will not involve any 
“tapping” of bank credit. They anticipate that the community will 
compensate for this by fresh saving. 

We are faced then with a twofold problem: first, we must ascertain 
what are the essential conditions governing the construction of new 
capital goods in the investment industries; second, we must determine 
the prerequisite for permanently increased saving, whereby the 
capitalization period may be able to ensure the necessary “rations” 
to the workers employed in the construction of industrial plant, 
machinery, and other means of production. 

The first condition is fulfilled when the relation between actual 
sale price and actual costs of production forms an incentive for in¬ 
creasing production. This does not assume that the difference offers 
the prospect of normal interest on capital, for even as soon as any 
yield is obtained on the invested capital there is often some justification 
for increasing production in order thereby to lighten the burden on the 
fixed costs. The point to be stressed in this connection is that in the 
trough of a depression the capital industries that require time for their 
processes must count upon the actual profit. One cannot discount 
a future rise in the yield; this policy was tried many times in the course 
of the cyclical decline, but the attempt had always been penalized by 
an increase in the losses on unsold stocks and on sales at still further 
reduced prices. 

The second prerequisite implies an increase in the will to save on 
such a scale as to provide grounds for a positive assurance that even 
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for a comparatively long time ahead—^i.e. during a period of normal 
revival—there will be an ever-increasing volume of savings as a basis 
for new investment. This second prerequisite thus involves not merely 
the knowledge that the dimensional height of the savings—^in the form 
of increased bank deposits—is satisfactory, but also that the dimen¬ 
sional length of the savings, or rather their temporal dimension, i.e. exten¬ 
sion into the future, is adequate. 

If we combine these two conditions, which regard the principles 
underlying a normal revival from the standpoint of industry and the 
banking system, we find that theoretically they express two sides of 
the same phenomenon: a solution of the economic problem of the 
distribution of income by way of shifting the forces of production 
from production for immediate consumption to production of means 
of production, i.e. for future consumption. 

If we now proceed from the question of voluntary saving to that 
of forced savings we should at once divide up the problem into two 
sections. For the problem assumes an entirely different character in 
a purely socialized community and in a community that is either 
conducted on a system of private capital or under partial State control. 
In the former case we can simply require that labour be directed to 
the capital industries and that the current consumption, that is to say 
the standard of living, shall be kept down to a minimum. The problem 
of forced saving in this case becomes a purely political problem, 
although its undesirable economic consequences cannot be avoided 
and gradually make themselves increasingly felt. Momentarilyy however, 
the entirely socialized community has succeeded in solving the problem 
of the depression. 

In a community based more or less on a system of private enter¬ 
prise, and in which production is conducted in the main by entre¬ 
preneurs, the situation is quite different. If an attempt is made to bring 
about a change, under the assumption that the community is socialized, 
it is like forcing a wedge in the structurally unaltered economic life 
of the community. The immediate effect of those State-conducted 
works financed by means of savings, loans, or the manufacture of new 
notes—apart from their influence on the trend of prices—^is that 
enterprises that may possibly prove profitable are created instead of 
steps being taken to re-start already existing private enterprises which 
would undoubtedly yield a profit in better times. We will not deny 
that the State-conducted works exercise a secondary effect in the form 
of increased employment in certain capital industries, but the experience 
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of recent years has clearly shown that this secondary effect has often 
been exaggerated. 

It is thus the influence of public enterprise on the price level that 
is of primary importance. In the actual situation the real aim of 
State works is inflation, whether we call it “reflation*’ or “controlled 
inflation.” It is desired by this means to bring about the rise in 
prices that is to make production profitable, something that has been 
thought either not desirable or not possible by reducing the costs of 
production. 

The decisive question, then, is this: Are inflation and reduction 
of costs equivalent alternatives, which may be resorted to at discretion 
in order in the course of a deep depression to induce a normal revival ? 
No, it is not a question of two similar alternatives but of two essentially 
different methods of intervention—^and that for the following reasons: 
In the first place^ the normal revival is a cumulative phenomenon in 
conjunction with a steady rise in the value of certain commodities for 
which there arises an increasing demand on the part of different pro¬ 
ducers according as the spirit of enterprise is stimulated; inflation, on 
the other hand, entails a flight to goods and plants by reason of an 
accelerated depreciation of the monetary value. In the second place^ 
the normal revival involves an internal transformation of production 
and distribution owing to the fact that more and more productive 
forces are brought to bear on the future—the ascending part of the 
business cycle is a period of capitalization, which, in the first stages 
at least, is evenly distributed; an inflation does not essentially involve 
capitalization but a steadily increasing tendency for the purchasing- 
power to become bound up in fixed and mobile real capital—the means 
of production created during such a period are from the very outset 
unevenly distributed, because in the event of a flight to goods and 
plants there is no time to feel one's way. In the third place^ in a normal 
revival it is the technical and commercial problems that are the deciding 
factors in investment, whereas during an inflation the main stress is 
laid on the actual credit operation. Here, too, we have proof that 
inflation is an external change, which is not comparable with a normal 
revival, which forms a link in the chain of economic progress. 

It is quite true that in every normal boom there is a major or minor 
inflational element, but this inflation does not come to a head until 
the final prosperity phase of the cycle sets in. The problem that faces 
us here is not how in a greater or less degree to stimulate a boom by 
monetary means but rather how to bring about the conditions precedent 
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to a normal revival when in the trough of a depression. The difference 
in the nature of these two aspects of the problem cannot be too strongly 
emphasized. 


VII 

If N is the national income, R that part of the current national income 
which is invested and thus reintroduced into the mechanism of produc¬ 
tion, we obtain the savings quota q from the formula 

R 

N-R 

We have seen from the above observations that the problem of the 
depression consists essentially in creating the conditions necessary 
to permit of a steady rise of q. The problem is not to regulate the general 
price level—a statistical conception the economic meaning of which has 
been more and more doubted*—by changes in the rate of interest^ but to 
regulate economic progress and thus economic cycles and crisis by changes 
in the savings quotaj\ During the depressions experienced in the course 
of the four or five decades preceding the outbreak of the Great War, 
such a rise of q occurred on the whole automatically: wages were 
lowered, long-term interest rates were reduced by bond conversions 
and the general lowering of the rates of interest; in fact, a general 
process of readjustment took place. Upon a study of the cyclical 
changes during the past decade, the first thing that strikes us is, of 
course, that this adjustment has been seriously hampered by a mono¬ 
polistic regulation of prices; on the labour market the level of real 
wages has in many countries—such as England and Sweden—risen 
higher during the depression of 1929-32 than during the previous 
prosperous years 1926-29, a fact that is obviously attributable to trade 

* Of these critics G. Habcrler, Der Sinn der Indexzahlen^ Tubingen, 1927, 
takes a prominent place. The author may be allowed to mention his own 
scrutiny of the purely monetary theory in Penningvdrde och konjunktuVy Stats- 
vetenskaplig tidskriftj Lund, 1923, and Prisnivdn och rdntepolitikenj National- 
ekonomiska fdreningens fdrhandlingary Stockholm, 1930. The criticism which has 
been levelled against the purchasing power parity concept by Aftalion and 
other economists gathers momentum by the revision of the opinion on the 
meaning of the price-level concept, both factors in the purchasing power 
relation being subjected to revisal. 

t Cf. the author^s En konjunkturteoretisk problemstdllningy Ekonomisk tidskrifty 
1932, which is an attempt to give a general explanation of the economic cycle 
from this point of view. In Depressionens problem, Statsdkonomisk tidskrift, 
i933> this line of thought is brought in contact with the problems of the 
world economic depression. 
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union policy; on the commodity market, the prices of certain raw 
materials have scarcely been reduced at all, while others have dropped 
heavily, though many finished goods in the retail trade have suffered 
no ill effects from the crisis—^all this being due to the tendencies 
to amalgamation in different forms of production and in trade; 
within the credit system efforts have been made as far as possible to 
continue granting credit to those who were previously allowed credit 
facilities, in order thereby to rescue these investments of an earlier 
period, though it has meant a starvation diet for fresh enterprise; 
heightened trade barriers and subventioned shipping lines, in spite 
of apparent over-production of tonnage, are the most obvious examples 
of actual trend in the sphere of State economics; in the sphere of 
international financial policy Reparations and Inter-allied Debts have 
created a fictitious situation, which is determined by the economic 
consequences of the Great War. We are thus justified in speaking of 
a labour monopoly, a price monopoly, a credit monopoly, a State 
monopoly, and a financial monopoly. All these monopolies have laid 
fresh obstacles in the way of adjustment in addition to those that 
already existed in the pre-War world owing to the fact that all economic 
institutions are independent, non-fungible units, whose reorganization 
can only be carried out with friction and is therefore a process that 
takes time. 

But genetically of still greater importance than these enhanced 
monopolistic tendencies, w^hich have aggravated and prolonged the 
world economic crisis, stress must be laid on the underlying causes 
of the intensity of the present crisis—the expansional tendencies. 
As this factor has direct reference to the problem here under discussion, 
we must touch briefly upon the subject. Let us take three separate 
periods in the development of the industrial countries—1873-95, 
1896-1914, and 1920-33. If during these periods we observe the three 
following fundamental phenomena, viz. the increase of the population, 
the expansion of production, and the secular trend of the price level, 
we shall be able in the table on the following page to determine the 
general tendency, taking -f i, +2, and +3 to denote different degrees 
of increase and — i, —2, and —3 different degrees of diminution. 

This picture of the development during the different phases, though 
very approximate, nevertheless emphasizes the main features. The 
per capita expansion of production shows a tendency to rise in all 
the periods, and during the latest period has reached a very high 
figure. It follows that all the disturbing factors that accompany rapid 
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expansion are bound to be specially pronounced in the situation at this 
moment. Never so conspicuously as now has the crisis shown itself 
to be the obvious price to be paid for rapid progress. 

Comparing, however, the figures for the expansion of production: 
increase of population with the figures for the change of the price level, 
we find circumstances tending still further to aggravate this crisis- 
creating factor. During the period 1873-95 it is a manifest tension 
between these two, and the falling price level combined with the 
increasing productivity gives rise during this period to talk of “over¬ 
production’* and “lack of money.” It would have been more correct 
to say that the rise in the value of money made faulty investment 
through inflation impossible, and that the rise of the level of real 



1 1873-95 

1896-1914 

1920-33 

Increase of population 

4-2 

+ I 

4-i 

Expansion of production 

Expansion of production : increase of 

-hi 

4-2 

4-3 

population 


4-2 

4-6 

Change of the price level 

— 2 

4-2 

— 2 


wages involved an adjustment of the distribution of income, which was 
very uneven at the beginning of the period. During the phase 1896-1914, 
however, the entrepreneurs and shareholders are favoured at the 
expense of the other earners of income. There exists a parallelism 
between the per capita expansion of production and the rise of the 
price level. Here we may reasonably expect to find a more pronounced 
tendency to faulty investment, the liquidation of which is postponed 
and actually takes place simultaneously with that of the economic 
consequences of the War. We find the 1920’s then to be the period that 
is bound to witness an adjustment of those crisis-creating factors that 
had evolved during the years 1896-1920. The tension between productive 
expansion and price change is now greater than it has ever been\ the 
readjustment of the production and consumption groups which such 
a situation entails must be of a very radical nature. 

It is no matter for surprise that the present period’s adjustment 
process, if viewed against the background of the tendencies to expan¬ 
sion and monopolization, must be of a very serious kind. Under such 
circumstances a major depression must need extremely resolute inter¬ 
vention ; it is not enough merely to rely upon time to produce a remedy. 
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On the contrary, we may point to the criticism that is brought with 
increasing frequency against the idea that the economic cycle—^which 
is wrongly identified by many with the cyclical movement of the price 
level—could be controlled by changes in the discount rate.* It must 
be supposed that all the central factors that govern <7 are made to 
assume the fundamental positions suitable for a normal revival. This, 
of course, implies first of all that not only the interest level but also 
the wage level and perhaps commodity prices as well are brought under 
uniform control. In the political aspect of the matter we are again 
facing the fact that a smoothing of economic cycles—if economic progress 
is not too vertiginal—may be attempted with some success in a com¬ 
munity governed by private enterprise and also in a socialized 
community, but that the auspices are less bright in a “mixed 
community” where some parts are monopolized and other parts are 
ruled by laissez-faire. 

Our above reasoning has been based on the assumption that we 
were dealing with a given industrial country or else all industrial 
countries taken as one unit. This is also our attitude towards the problem 
when we anticipate a system of co-operation between the central banks 
under the aegis of the Bank for International Settlements. But then 
the question arises whether we must not from the very outset widen 
the aspect of the problem. However little the present international 
situation may invite speculation in economic control by an international 
organization, it must, nevertheless, be realized that the problem of 
regulating the economic cycle and the price level is far too wide to be 
covered by a common discount policy. At the root of the question 
is a control of the quota indicating the rela ion between present and 
future production, and this quota, the savi igs quota, is at least as 
dependent upon the wage policy as upon th discount policy, besides 
which, such phenomena as rationalization, the hire purchase trade, 
and speculative credit may either directly or indirectly exercise very 
considerable influence, as was clearly demonstrated by the crisis of 1929. 

If, then, we analyse the cyclical changes in the sphere of production 
and the distribution of wealth—a process closely connected with the 
cyclical variations of the savings quota—^we are led to the conclusion 
that the problem of starting a normal revival from the trough of a deep 
depression is not to be regarded as a monetary problem independent 
of the cyclical movement and all its attendant complications. 

♦ See, for instance, the author’s presentation of the case in Det ekonomiska 
laget, Stockholm, June i, 1931, pp, 19-20. 
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VIII 

We began this paper with a reference to the two schools—the purely 
monetary school and the capitalization school—^which so highly colour 
the discussion that has been going on for so long about the crisis. 
In discussing the policy that in the trough of the depression ought to 
be adopted without detriment to the future, we find ourselves face 
to face with these two modes of thought. The monetary school frequently 
reasons as follows: A disturbance has arisen in the international 
exchange of goods and in the international movements of capital, and 
this in turn affects the exchange rates and the relations between the 
purchasing power of the different currencies. As a result of this shifting 
process the gold movements will acquire a unilateral tendency, and a 
scarcity of gold will rise in consequence of the concentration of gold 
within one or two countries. Although gold has actually ceased to 
fulfil its true function in the gold standard system, the prevailing 
scarcity of gold is influencing the central banks’ monetary policy, which 
is becoming far too restrictive. This leads to a fall in prices, and hard 
on the heels of this general fall in prices, which is the cause of the 
crisis, the international depression sets in. We see how this reasoning 
lays all the stress on the monetary and banking conditions, and how, 
further, the entire causal connection that leads up to the crisis is con¬ 
ceived as a circulation process, which has been hindered by “stoppages 
in the pipes.” According to this view, the way out of the depression 
must be to remove these hindrances, increase the quantity of money, 
and thereby raise the price level to that prevailing at the outset of 
the crisis. 

The other school, whose views are shared by the author, regards the 
whole of this course of events practically the other way round, in that 
the order of sequence is reversed as between the different links in the 
chain. First and foremost, however, it is to be observed that the crisis 
is here conceived of as a consequence of the development during the 
previous boom period. The whole trend of the development—^faulty 
investment and the monopolistic tendencies resulting in the immobiliza¬ 
tion of the units of production and consumption (see under VII above)— 
of necessity leads up to a crisis and readjustment. The fall in prices is 
merely a symptom of the crisis, of the emergence of all the dispropor- 
tionalities in the production and consumption—^and thus in the pricing— 
process as actual facts. The uneven distribution of gold, the disturbances 
in the exchange relations between the different countries, which may 
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lead to the abandonment of the gold standard, are viewed according 
to this way of thinking as consequential phenomena arising out of 
the underlying cause of the crisis, an adjustment delayed and rendered 
difficult by economic and political factors.* The crisis is here not con¬ 
ceived of as primarily connected with disturbances in the process of 
circulation, but as having essentially arisen out of the disturbances that 
are associated with the expansional and monopolistic tendencies. The 
practical problem of crises may from this point of view be defined 
as the problem of controlling the technical and social factors of 
acceleration. 

The question therefore is whether an assured revival after such a 
crisis and depression can be achieved by the adoption of measures 
aiming exclusively at raising the price level, or by pursuing an economic 
policy that sets out to increase the savings quota and thus brings the 
problem in line with that involved in past depressions and their gradual 
dispersion. The question is whether the problem is purely and simply 
a monetary problem, or whether it is essentially related to the problem 
of economic cycles with its political and economical complications. 
The question is whether it can be solved as if it were in principle a 
problem of equilibrium, or whether it necessarily involves taking the 
real time changes into account. How the author would answer these 
questions will no doubt have been fairly clearly seen from the views 
presented above. 

* Cf. F. V. Hayek in Der Stand und die ndchste Zukunft der Konjunkturforschung, 
Munich, 1933, p. no; also E. Schxfi^ Kapitalhildung und Kapitalaufzehrung 
im Konjunkturverlauf y Vienna, 1933. 
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BEGRIFFLICHES UND GRUNDSATZLICHES ZUR 
WERT- UND PREISLEHRE 

ALFRED AMONN, Universitdt Bern 

I. DIE BEGRIFFE “wERT” UND “PREIS” 

In der alteren, namentlich in der klassischen Literatur hat man zur 
Bezeichnung des zentralen Tatbestandes der modernen individu- 
alistisch organisierten gesellschaftlichen Wirtschaft, jenes Tatbestandes, 
der eben wegen seiner zentralen Stellung und Bedeutung in diesem 
Wirtschaftssystem zugleich zum Anlass der theoretisch-national- 
okonomischen Grundproblemstellung geworden ist, in der Regel den 
Ausdruck (“valeur,” “value’*) verwendet. In neuerer Zeit ist 

es iiblich geworden, den Ausdruck “Wert” vornehmlich zur Bezeichnung 
eines Phanomens zu verwenden, das von jenem zentralen Tatbestand 
der modernen individualistisch organisierten gesellschaftlichen Wirtschaft 
verschieden und an sich iiberhaupt nicht gesellschaftlichwirtschaft- 
licher, also “nationalokonomischer,” sondern rein individualwirU 
schaftlicher Natur ist, wenn es auch als solches einen jenen Tatbestand 
bestimmenden, bzw. wiVbestimmenden Faktor bedeutet. Mit anderen 
Worten: Friiher hat man den Ausdruck “Wert” zur Bezeichnung 
dessen, was man irgendwie definiert und genauer als ^^objektiven 
Tatischwerf^ bezeichnet, verwendet, wenn man heute dagegen von 
“Wert” ohne weiteren Zusatz spricht, so meint man damit gewohnlich 
das, was man irgendwie definiert und genauer als ''subjektiven Wert” 
oder ''YlQTtschdtzung'^ bezeichnet. Zur Bezeichnung jenes Grundtatbe- 
standes der modernen gesellschaftlichen Wirtschaft verwendet man 
dann in der Regel das Wort “Prm,” das ja auch in der alteren Literatur 
ebenfalls schon neben dem Wort “Wert” zur Bezeichnung des gleichen 
Tatbestandes verwendet worden ist. Die Ausdriicke “Wert” und 
“Preis” werden also in diesem Sinne fiir identisch genommen. D.h., 
wenn man heute von “Preis” spricht, so wird das als eine dem friiheren 
Gebrauch des Wortes “Wert” identische Ausdrucksweise betrachtet. 
Zwischen den Begriffen “Preis” und “Wert” im heutigen Sinne besteht 
aber dann ein ganz grundsatzlicher und fundamentaler Unterschied, 
indem “Preis” einen gesellschaftlichen und objektiven Tatbestand, 
“Wert” dagegen einen rein individual wirtschaftlichen und subjektiven 
Tatbestand bedeutet. Es erhebt sich nun die FragCy ob die Identifizierung 
von “Wert” im Sinne von objektivem Tauschwert und “Preis” wissen- 
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schaftlich gerechtfertigt und zwecktndssig ist oder ob damit nicht auch 
fur die Wissenschaft wesentliche Unterschiede zu Boden fallen. 

Da ist zunachst festzustellen, dass imgemeinen Sprachgebrauch — und 
der gemeine Sprachgebrauch kann, wo es sich um alltagliche Dinge, 
bzw. Erscheinungen handelt, die Gegenstand der Betrachtung sind, 
nicht unberiicksichtigt bleiben, wenn er auch nicht schlechterdings 
als massgebend betrachtet werden darf, — ein ganz grundsatzlicher 
Unterschied zwischen “Wert*’ und “Preis” gemacht wird, auch wenn 
beides im objektiven und gesellschaftlichen Sinne verstanden wird. 
Unter “Prm” versteht man da schlechthin die GeWsumme, gegen 
welche ein Gut im wirtschaftlichen Verkehr hingegeben wird, bzw. 
welche fur es “bezahlt” wird, oder “gegen welche es ausgetauscht wird,” 
also das Amtamchwtth^Xtms eines Gutes dem Gelde gegenuber^ unter 
dagegen versteht man etwas, was hinter dieser Geldsumme 
steht, eine reale Giitermenge^ namlich die Menge anderer Giiter^ welche 
man fiir dieselbe Geldsumme “sonst haben konnte.” Die Ge/rfsumme, 
gegen welche ein Gut ausgetauscht wird, ist nicht der “Wert” dieses 
Gutes, ist an und fiir sich uberhaupt kein “Wert,” sondern selbst 
erst einen “Wert” — in der damit zu erlangenden, einzutauschenden 
Giitermenge — und dieser “Wert” ist zugleich der “Wert,” den jenes 
gegen eine bestimmte Geldsurmne vertauschbare Gut hat. Der “Wert” 
ist also die Vertauschbarkeit eines Gutes gegen bestimmte Mengen 
anderer Giiter, der “Preis” seine Vertauschbarkeit gegen eine bestimmte 
Geldsumme. Wenn wir zum Beispiel vom “Wert” eines bestimmten 
Ringes im wirtschaftlichen Verkehr sprechen, so meinen wir damit 
nicht schlechthin die Geldsumme^ gegen welche er verkauft werden 
kann, sagen wir loo^, sondern die Menge anderer Giiter, die man an 
seiner statt haben kann, indem man ihn fiir jene Geldsumme verkauft 
und dafiir andere Giiter kauft. Wir drikken den “Wert” allerdings in 
einer Geldsumme auSy aber wir konnen dies nur insoferne, als wir uns 
unter der Geldsumme eben einen bestimmten “Wert” vorstellen, 
d.h., wenn auch in noch so vager Weise, an die Moglichkeit denken, 
dass man mit dieser Geldsumme sich eine bestimmte Menge anderer 
Giiter verschaffen kann. Wenn jemand keine Ahnung hat, was man fiir 
ioo£ kaufen kann, dann bedeutet der Ausdruck ioO;£ fiir ihn eben 
keinen IPi^/ausdruck, dann hat man ihm inbezug auf den “Wert” 
jenes Ringes gar nichts gesagt, wenn man sagt, er sei seine loof “wert”; 
dieser Ausdruck ware fiir ihn vollkommen unverstandlich und sinnlo, 
insoferne man ihn nicht zunSchst dariiber aufklart, was ioo£ “wert” 
sind. Wohl aber ist fiir ihn der “Preis” des Ringes vollig klar und exakt 
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angegeben, wenn man ihm sagt, er “koste” ioo£. Fiir jenen, der weiss, 
was man fiir loo^ kaufen kann, sind jene beiden Ausdriicke allerdings 
gleichbedeutend, aber um dies zu sein, muss er eben mehr wissen als, 
dass man fiir den Ring im wirtschaftlichen Verkehr loo^ erhalten kann. 

Unter “Preis’’ versteht man also im gewohniichen Sprachgebraiich 
das Austauschverhaltnis eines Gutes gegeniiber dem Gelde, Wer 
dieses Austauschverhaltnis kennt, weiss damit seinen Prm, aber er 
weiss damit, wenn er nichts anderes kennt, nichts iiber seinen ‘‘Wert.** 
Unter versteht man das Austauschverhaltnis eines Gutes 

gegeniiber den anderen Giitem, Das kann man allerdings auch nicht 
anders ausdriicken als durch eine Geldsumme, aber es kann durch 
diese Geldsumme nur dann ausgedriickt werden, wenn man mit ihr 
eine gewisse Vorstellung dariiber, was sie an “Giiterwert** bedeutet, 
verbindet. Dabei ist allerdings auch zu beachten, dass man vom “Wert** 
eines Gutes im gewohniichen Leben auch dann noch nichts ausgesagt 
hat, wenn man sein Austauschverhaltnis gegeniiber einem bestimmten 
einzelnen anderen Gut angegeben hat, wofeme man nicht wieder 
zugleich an das Austauschverhaltnis zwischen diesem Gut und den 
anderen Giitern denkt. Unter “Wert** versteht man nicht das Austausch¬ 
verhaltnis eines Gutes gegeniiber einem andern Gut, sondern das 
Austauschverhaltnis eines Gutes gegeniiber den anderen Giitern ganz 
allgemein, prinzipiell gegeniiber alien anderen Giitern, die Gegenstand 
des Tauschverkehrs sind, praktisch gegeniiber den anderen Giitern, 
die jenes Wirtschaftssubjekt, fiir das die “Wert**aussage gemacht 
wird, regelm^sig braucht und erwirbt.* (Fiir dieses Wirtschafts¬ 
subjekt hat die “Wert**aussage doch in letzter Linie einen subjektiven 
Sinn, aber sie hat deshalb keinen allgemein subjektiven Inhalt, was 
es ja nicht gibt, sondern bezieht sich—unter verschiedenen Individuen 
verstanden—immer nur auf Giitermengen,) 

Aber das—Beziehung auf Geld und Beziehung auf Giiter — ist 
nicht der einzige Unterschied, der zwischen den Begriffen “Preis** 
und “Wert,** so wie wir sie im gewohniichen Sprachgebrauch antreffen, 
besteht. Es besteht noch ein weiterer Unterschied. Unter “Preis** 
versteht man im gewohniichen Leben jedwedes beliebiges Austausch¬ 
verhaltnis eines Gutes gegeniiber dem Gelde, sowohl ein einzelnes, 
zufalliges, nur unter ganz besonderen Umstmden und insoferne 
einmalig sich realisierendes Austauschverhaltnis des Gutes gegeniiber 

* Wenn also Ricardo den ‘‘Wert” (“Value”) definiert als die “Menge irgend- 
eines anderen Gutes” (“of any other commodity”) so darf darunter nicht ein 
einzelnes Gut verstanden werden, ^ondtm jedes andere Gut. 
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dem Gelde, wie auch em sich regelmassig, wiederholt in gleicher 
Weise sich realisierendcs Austauschverhaltnis, ein Austauschverhaltnis, 
‘‘mit dem man rechnen kann.** Der Preis, zu dem ein Gut “unter 
Freunden’^ oder ‘‘unter Briidern” verkauft wird, ist ebenso ein “Preis,” 
wie ein Preis, zu dem ein mit den Verhaltnissen nicht vertrauter 
Unbekannter iiberhalten wird, und der “Ausverkaufs”preis oder der 
Versteigerungspreis ebenso wie der normale “Ladenpreis.” Aber, 
wenn wir von “Wert” sprechen, denken wir dabei nie an ein x-beliebiges 
Austauschverhaltnis, das sich irgendwann und irgendwo einmal 
vielleicht realisiert, sondern immer und grundsdtzlich nur an ein sich 
regelmassig verwirklichendes und mit dem Charakter der Dauer oder 
Wiederkehr behaftetes Austauschverhaltnis zwischen einem Gut und 
den anderen Giitern. Im Begriff “Wert” ist die Vorstellung der Wicder- 
holung, der Wiederkehr, der Dauer, der Regelmassigkeit wesentlich 
enthalten. Unter “Wert” verstehen wir nur das regelmdssige Austausch¬ 
verhaltnis eines Gutes gegenuber den anderen Giitern, und wenn es 
ein solches regelmassiges Austauschverhaltnis nicht gibt, weil die 
Wirtschaftsverhaltnisse so unstabil sind, dass mit cinem fortdauernden 
Schwanken und mit fortwahrenden Verschiebungen der Austausch- 
verhaltnisse zwischen den Giitern gerechnet werden muss, konnen 
wir nicht von “Wert” sprechen. Wohl aber sprechen wir dann ofFenbar 
immer noch von “Preisen”; denn jener Tatbestand, den wir “Preis” 
nennen, besteht gleichwohl weiter, wenn auch der Tatbestand, den 
wir “Wert” nennen, zu existieren aufgehort hat, bzw. eben gerade 
nicht existiert. Um von “Wert” sprechen zu konnen ist es notwendig, 
dass mit der Aufrechterhaltung der gerade bestehenden Austausch- 
verhaltnisse zwischen den Giitern wenigstens “fur die nachste Zeit” 
gerechnet werden kann. 

Auf Grund dieser Erkenntnis lasst sich nun auch die Beziehung 
zwischen den Begriffen “Wert” und “Preis,” wie sie im gewbhnlichen 
Sprachgebrauch gegeben sind und verwendet werden, noch naher und 
genauer definieren. Der “Wert” eines Gutes wird durch seinen “Preis” 
ausgedruckt — der “Preis” ist nicht sein “Wert,” sondern nur der Ausdruck 
seines “Wertes” — aber nicht in jedem sich im Leben realisierenden 
“Preis” eines Gutes kann der Ausdruck seines “Wertes” gesehen 
werden, sondern nur in dem sich regebndssigy auf dem Markte reali¬ 
sierenden “Preis” dieses Gutes und auch das nur unter der Voraus- 
setzungy dass auch die anderen Guter einen regelmdssigen “Preis” haben. 
Damit der “Preis” eines Gutes als Ausdruck seines “Wertes” betrachtet 
werden kann, ist notwendig, dass die Preise aller Giiter gegeben sind 
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und in einem bestimmten, sich gleichbleibenden Verhaltnis zueinander 
stehen. Sobald sich dieses Verhaltnis andert, hat sich der “Wert” 
eines Gutes geandert, auch wenn sein Preis gleichgeblieben ist, und 
der “Wert” eines Gutes kann vollstandig unverandert bleiben, auch 
wenn der “Preis” dieses Gutes sich andert, vorausgesetzt, dass auch 
die Preise aller anderen Giiter sich in einer Weise andern, dass das 
Verhaltnis zwischen dem Preis jenes Gutes und den Preisen dieser 
anderen Giiter gleichgeblieben ist. Es kann also der “Wert” eines 
Gutes sich andern, wahrend sein “Preis” vollstandig gleichbleibt, 
und cs konnen allc Preise sich andern, wahrend die “Wcrte” der Giiter 
vollstandig gleichbleiben. Das ist nun offenbar fiir die Wirtschaft nicht 
unwichtig und deshalb ist auch diese Unterscheidung zwischen “Wert” 
und “Preis” wichtig. 

Es fragt sich nun, ob man auch in der Wissenschaft an dieser Unter¬ 
scheidung zwischen “Wert” und “Preis” im angegebenen Sinn, die die 
Praxis des Lebens ganz streng und prinzipiell macht, festhalten soil 
oder ob man sie da fallen lassen soil, “weil man sie nicht braucht.” 
Um diese Frage richtig bcantworten zu konnen, miissen wir uns an den 
Problemen orientieren, mit denen wir es in der Wissenschaft inbezug 
auf die durch jene Worte bezeichneten, bzw. in jenen Begriffen zum 
Ausdruck gebrachten Tatbestande oder Vorstellungen zu tun haben. 
Welches ist nun das Grundproblem, mit dem wir es da zu tun haben? 
Es ist oflFenbar die Frage nach der Art und Weise der Bestimmtheit des 
regelmdssigen Austauschverhdltnisses zwischen den Gutern^ deren Beant- 
wortung die Grundlage bilden soli fiir die Losung der Parage nach 
der Art und Weise der Bestimmtheit der Einkommen^ bzw. der ver- 
schiedenen Jiinkommensarten, Es handelt sich also um ein Problem 
des “Wertes” der Giiter und nicht um ein Problem des “Preises” in 
jenem allgemeinen und fiir sich bestehenden Sinn. Damit ist nicht 
gesagt, dass es sich nicht auch um “Prm”probleme handelt. Aber in 
erster Linie handelt es sich um das “IPVrP’problem in jenem Sinn. 
Insoferne nun aber der “Wert” eines Gutes ausgedriickt wird durch 
seinen “Preis” — unter der Voraussetzung, dass auch die Preise der 
anderen Giiter eine gegebene und sich gleichbleibende Grosse haben — 
kommt es auf dasselbe heraus, wenn wir die Bestimmtheit der regeU 
mdssigen Preise der Giiter anstatt die Bestimmtheit ihres gegenseitigen 
Austauschverhaltnisses betrachten und untersuchen. Unter jener 
Voraussetzung fallen also — konnen wir sagen — das “Wert”- und 
“Preis”problem zusammen. Unter jener Voraussetzung interessieren 
uns die “Preise” als Ausdruck des “Wertes” der Giiter, aber sie in- 
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teressieren uns nicht schlechthin. Es interessieren uns vor allem nicht 
alle die einmaligen Preise, die Zufallspreise, die Ausnahmspreise, die 
stets ver^derlichen Preise, Wenn wir also in der Theorie von ‘Treisen’* 
sprechen, so meinen wir in der Regel damit ganz bestimmte Preise, bzw. 
Preise unter ganz bestimmten Voraussetzungen. Wir meinen die 
Preise, die Ausdnick des “Wertes” der Giiter sind, dessen Bestimmtheit 
wir eben erkennen wollen. 

Also konnte man stillschweigend unter ‘Treise’' immer solche 
Preise verstehn und wie von “Wertproblem” und “Preisproblem” 
ebenso auch von “Wert** und “Preis** schlechthin im identischen Sinn 
sprechen, d.h. die Begriffe “Wert** und “Preis** selbst fiir identisch 
nehmen. Das ware indessen nur richtig und zweckmassig, wenn uns 
immer und ausdriicklich nur solche Preise, bzw. nur das Verhaltnis 
zwischen den Preisen der verschiedenen Giiter interessieren wlirden. 
Dann ware jener Unterschied, den die Gemeinsprache macht, wenn 
sie von “Wert** und “Preis** in verschiedenem Sinne spricht, fiir die 
Wissenschaft ohne Bedeutung. Dies ist aber nicht der Fall. Auch uns 
in der Wissenschaft interessiert in mancher Beziehung jener Unter¬ 
schied, d.h. die Preise interessieren uns nicht nur, insoferne sie den 
“Wert** der Giiter ausdriicken, sondern in mancher Beziehung auch 
als “Preise** an und fiir sich. Es interessiert uns z.B. das Austauschver- 
haltnis zwischen den Giitern und dem Gelde an und fiir sich und 
nicht nur insoferne in diesem Austauschverhaltnis das regelmassige 
Austauschverhaltnis zwischen ihnen untereinander zum Ausdruck 
kommt. Es interessiert uns unter Umstanden die Frage der Hohe der 
“Preise** schlechthin, wie bei der Frage des allgemeinen Preisniveaus. 
Es interessieren uns die Verschiebungen oder Veranderungen des 
allgemeinen Preisniveaus. Es interessieren uns die Wirkungen der 
Veranderungen im Geldumlauf auf die Preise auch abgesehen von 
etwaigen Verschiebungen, die dadurch in dem Verhaltnis zwischen 
den Preisen der verschiedenen Giiter entstehen konnen. Der Unter¬ 
schied z.B. zwischen “Wert** und “Preis,** der darin zum Ausdruck 
kommt, dass sich die Preise aller Giiter andern konnen, wahrend ihr 
“Wert** der gleiche bleibt, interessiert uns auch in der Wissenschaft. 
Ebenso interessiert uns auch die andere Tatsache, dass der “Preis** 
eines Gutes unverandert bleiben, sein “Wert** aber sich trotzdem 
verandern kann. Deshalb ist jener Unterschied auch fiir die Wissen¬ 
schaft von Bedeutung und deshalb diirfen wir die Begriffe “Wert** und 
“Preis** nicht einfach miteinander identifizieren, sondern miissen an 
der Unterscheidung zwischen “Wert** und “Preis,** so wie wir sie 
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auch im gew6hnlichen Leben machen, festhalten.* Wir haben es in 
der Wissenschaft in erster Linie mit dem “Wert*’ der Giiter zu tun 
und mit jenen “Preisen,** in denen der “Wert** zum Ausdruck kommt. 
Wir haben es aber auch mit den “Preisen** der Giiter in anderer Bezie- 
hung zu tun, wenn auch nicht mit den “Preisen** schlechthin, mit 
alien Preisen oder x-beliebigen Preisen. Wir konnen also wohl vom 
“Wert-** und “Preisproblem** im identischen Sinne sprechen, indem 
wir dabei unter “Preis** Preise in ganz bestimmten stillschweigend 
vorausgesetztem Sinne verstehn, aber wir diirfen nicht “Wert** und 
“Preis** schlechthin gleichsetzen, die Begrijfe “Wert** und “Preis** 
miteinander identifizieren, sondern miissen diese gleichwohl streng 
auseinanderhalten. Es ware also gut, wenn man an der alten Bedeutung 
des Wortes “Wert,** so wie es die Klassiker gebraucht haben, festhalten 
wiirde. Das schliesst nicht aus, dass man, ebenso wie es die Klassiker 
auch schon bereits gemacht haben, da, wo kein Missverstandnis mit 
unterlaufen kann, auch das Wort “Preis** ab und zu im gleichen, bzw. 
in dem damit zusammenhangenden Sinne gebraucht. Eine grimd- 
satzliche Veranderung des Sprachgebrauchs ist aber auf jeden Fall 
nicht angebracht. 

Wir definieren also den “Preis** schlechthin als “Austauschver- 
haltnis eines Gutes gegeniiber dem Gelde^^ und den “Wert** als das 
^^regelmdssige Austauschverhaltnis eines Gutes gegeniiber den anderen 
Giitemr 


2. DIE BEGRIFFE “ANGEBOT** UND “NACHFRAGE** 

1 st bei den Begriffen “Wert** und “Preis** in ihrer Auffassung und 
Verwendung gegeniiber friiher eine gewisse Unklarheit und Verwirrung 
entstanden, so hat sich inbezug auf die Auffassung und Verwendung 
eines anderen Begriffspaares umgekehrt gegeniiber friiher, insbesondere 
gegeniiber der bei den Klassikern herrschenden, eine Lauterung und 
Klarung vollzogen. Man fasst heute “Angebot** und “Nachfrage** 
nicht mehr, wie friiher, als blosse einfache Mengen auf, man braucht 
diese Worte in der Wissenschaft nicht mehr als identisch mit angebo- 
tenen und nachgefragten Mengen, sondern man versteht heute darunter 
wohl allgemein eine Verbindung von zwei Grossen, eine ''Funktion^^ 

• Sehr deutlich kommt diese Unterscheidung zum Ausdruck in der Rede- 
wendung: etwas unter seinem “Wert** erstehen und etwas iiberzahlen, womit 
gemeint ist: etwas fiir einen Preis kaufen, der unter dem Wert des Gutes liegt, 
bzw. unter seinem regelm^ssigen Preis, und: fiir etwas einen Preis bezahlen, 
der hdher ist als der regelmSssige, den Wert des Gutes ausdriickende Preis. 
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von Menge und “Preis.” Aber damit sind diese Begriffe noch keines- 
wegs vollsttodig geklart und es konnen noch immer Verwechslungen 
unterlaufen und unterlaufen tatsachlich auch. 

Vor allem ist nicht klar, was man dabei unter verstehen soli. 

Versteht man darunter einen wirklichen Preis, also etwa den gerade 
in einem bestimmten Zeitpunkt auf einem Markte bestehenden Preis, 
so ist mit der Inbezugsetzung von Menge und Preis nicht viel gewon- 
nen. Man kann dann die “Nachfrage’’ auch einfach wieder aufFassen 
als die zu dem gerade bestehenden Preis nachgefragte Menge und 
das haben die Klassiker auch schon getan. Aber dann kann man 
offenbar den jeweils wirklich bestehenden Preis nicht aus der “Nach- 
frage,” bzw. aus “Angebot und Nachfrage” erklaren. Das war ja eben 
der Mangel der alten Theorie von Angebot und Nachfrage, dass sie 
den Preis als durch Angebot und Nachfrage bestimmt auffasste, aber 
zugleich auch wieder Angebot und Nachfrage als selbst vom “Preis” 
abhangig betrachtete, bzw. bei ihrer Begriffsbestimmung betrachten 
musste. Die Theorie bewegte sich insoferne in einem offenbaren 
Zirkel und konnte im Grunde genommen nie bestehende Preise, sondern 
immer nur Vreisverdnderungen erklaren. Sie konnte erklaren, warum 
ein bestehender Preis steigen oder fallen muss oder auch gleichbleiben 
kann, sie konnte aber nie erklaren, warum der bestehende Preis gerade 
die und die Hohe hat oder der nachste Preis gerade die und die Hohe 
erhalten wird. Sie konnte iiberhaupt nicht erklaren, dass es so etwas wie 
stabile Preise und damit einen “Wert” geben konne, denn nichts 
sprach dafiir, dass die Bewegung einmal in Ruhe ausmiinden miisse. 
So hat Adam Smith auch tatsachlich nie von einem gleichbleibenden 
Preis gesprochen, sondern die wirklichen Preise oder die “Mtzri^/preise” 
als tatsachlich standig in Bewegung befindlich betrachtet. Einen 
Ptt/r^punkt konnte er sich nur als ^^Gravitationspunkt*^ denken, um 
den herum die wirklichen Preise bestandig schwanken, so wie ein 
Pendel um seinen Ruhepunkt schwankt. 

Nun ware damit wohl genug gesagt, wenn die Wirklichkeit damit 
iibereinstimmen wiirde. Aber das ist tatsachlich nicht der Fall. Wir 
sehen in Wirklichkeit — wenigstens in Zeiten, die wir als “normale” 
betrachten — keineswegs ein st^diges Auf und Ab der Preise, sondern 
vielmehr, dass die Preise wenigstens eine Starke Tendenz zur Stabilitat 
zeigen und oft iiber einen ziemlich langen Zeitraum hinweg sogar ganz 
stabil sind. Ja im Grunde genommen baut sich doch die ganze wirt- 
schaftliche Kalkulation auf der Annahme der Stabilitat der Preise auf, 
was nicht sein konnte, wenn die Bewegung die Regel und die Stabilitat 
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die Ausnahme ware. Und darauf beruht ja auch, wie wir schon gezeigt 
haben, die Moglichkeit, dass wir von einem “Wert” sprechen konnen. 
Diese Stabilitat muss also in erster Linie erklart werden und nicht die 
Bewegungen, d.h. es muss erklart werden, warum hestehende und sich 
in ihrer bestehenden Hohe haltende Preise gerade diese Hohe haben, 
die sie haben. 

Das ist aber bei jener Fassung der BegrifFe “Ahgebot” und “Nach- 
frage” nicht moglich. Da steckt der “Preis,” der zu erklaren ist, schon 
in den BegrifFen von “Angebot” und “Nachfrage,” bzw. in den so 
bezeichneten Tatbestanden, aus welchen er zu erklaren ware. Das ist 
keine Erklarung. Fine Erklarung muss auf etwas zuriickfiihren, was 
das zu Erklarende nicht selbst noch enthalt, sondern vollstandig hinter 
dem zu Erklarenden liegt, und ausserdem auf etwas, was von ihm 
wesensverschieden ist. Beides ist nicht der Fall, wenn man den “Preis” 
aus “Angebot” und “Nachfrage” erklart, “Angebot” und “Nachfrage” 
aber selbst als eine Beziehung zu dem zu erklarenden Preis aufFasst. 
Solange man das tut, kommt man aus dem Zirkel nicht hinaus, der 
in der klassischen Angebot- und Nachfragetheorie liegt. Wenn man 
daraus hinauskommen will, so muss man unter “Preis” als in “Angebot” 
und “Nachfrage” enthaltener Beziehungsgrosse etwas ganz anderes 
verstehn, als man unter “Preis” als dem zu erklarenden Phanomen 
versteht. Man muss bei jenen BegrifFen unter “Preis” etwas verstehn, 
was vollig hinter dem “Preis” als dem zu erklarenden Phmomen liegt 
und von diesem sowohl wesensverschieden als unabhdngig ist. 

Was meinen wir also unter “Preis,” wenn wir sagen, dass “An¬ 
gebot” und “Nachfrage” eine Verbindung zwischen einer Giitermenge 
einerseits und einem “Preis” andererseits darstellen oder dass wir 
darunter die einem bestimmten Preis angebotene” und die ''zu 
einem bestimmten Preis nachgefragte” Menge eines Gutes verstehn? 
Wir meinen damit ofFenbar gar nicht einen wirklichen Preis, d.h. eine 
im Austausch fiir das Gut wirklich hingegebene Geldsumme, sondern 
eine bloss verlangte^ bzw. angebotene Geldsumme, oder wir konnen 
auch sagen, wir meinen damit eine "nachgefragtCy' bzw. "angebotene 
Geldmenge.” Wir verstehn also unter “Angebot” und “Nachfrage” 
eine Verbindung zwischen einer “angebotenen,” bzw. “nachgefragten 
Giitermenge” einerseits und einer “nachgefragten,” bzw. “angebotenen 
Geldmenge” andererseits, oder, richtiger gesagt, in den Tatbestanden 
die wir als “Angebot” und “Nachfrage” bezeichnen, bzw. in den 
BegrifFen von “Angebot” und “Nachfrage” ist eine derartige Ver¬ 
bindung eingeschlossen. 

B* 
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Dabei ist wohl zu beachten, dass fur die Giitermenge, um die es 
sich hier handelt, natiirlich genau dasselbe gilt, was von der Geldmenge, 
die hier involviert ist, gesagt wurde; sie darf auch nicht betrachtet 
werden und sie kann nicht definiert werden — was doch ebenfalls 
vielfach geschieht — als die “Giitermenge, die man bei einem bestimm- 
ten Preis kaufV^ oder verkauft; sie ist nicht eine tatsachlich gekaufte 
und verkaufte, sondern eine bios ^^nachgefragtey' bzw. ^^angebotene 
Giitermenge.” Die zu dem bestehenden Preis nachgefragte und an- 
gebotene Giitermenge fallt nun allerdings grossenmassig zusammen mit 
der tatsachlich gekauften und verkauften Giitermenge, aber sie sind 
deshalb nicht dieselben GrosseUy d.h. nicht dieselbe Art von Grossen, 
sie sind als Grossen nicht miteinander identischy sondern nur einander 
gleichy es sind verschiedene “tatsachliche” Grossen, so wie etwa die 
Flache des Fussbodens eines Zimmers und die Flache seiner Decke. 
Zu “Angebot” und “Nachfrage” gehort ja auch mehr als die zwischen 
der dem tatsachlich gegebenen Preis gleichen angebotenen und 
nachgefragten Geldmenge und der der tatsachlich verkauften und 
gekauften Giitermenge gleichen angebotenen und nachgefragten 
Giitermenge bestehende Beziehung, es gehoren dazu ja auch andere 
“Preise” — imSinnevon angebotenen und nachgefragten Geldmengen 
— und die ihnen korrespondierenden nachgefragten und angebotenen 
Giitermengen. 

Wir haben gesagt: die Tatbestande, die wir “Angebot” und “Nach- 
frage” nennen, bzw. die so bezeichneten Begriffe stellen dar oder 
involvieren eine Beziehung zwischen zwei Grossen, zwischen einer 
“angebotenen,” bzw. “nachgefragten Giitermenge” und einer “nach¬ 
gefragten,” bzw. “angebotenen Geldmenge.” Schenken wir nun unsere 
Beachtung einen Augenblick nicht mehr den hier involvierten “Men- 
gen,” sondern dem, was inbezug auf sie in der Tatsachlichkeit geschieht, 
so werden wir keine Schwierigkeit mehr haben, jene Begriffe richtig, 
klar, bestimmt und eindeutig zu definieren. Diese Mengen werden 
“angeboten,” bzw. “nachgefragt.” D.h. man ist bereity sie im Tausche 
hinzugeben, bzw. anzunehmen, sie gegeneinander zu vertauschen. 
In dieser Bereitschaft oder Bereitwilligkeit liegt das Tatsdchlichey der 
reale Sachverhalt, um den es sich bei jenen Tatbestanden handelt. 
Wir konnen also die “Nachfrage” definieren als die “Bereitschaft” 
oder Bereitwilligkeity eine bestimmte Geldmenge gegen eine 
bestimmte Giitermenge zu vertauschen,” bzw. “eine bestimmte Giiter- 
menge gegen eine bestimmte Geldmenge einzutauschen” oder “eine 
bestimmte Giitermenge zu einem bestimmten Preis zu kaufen,” und 
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das “Angebot” als die “Bereitschaft” oder die ''Bereitwill^keit^ eine 
bestimmte Giitermenge gegen eine bestimmte Geldmenge auszu- 
tauschen’’, ‘‘fiir eine bestimmte Geldmenge eine bestimmte Giitermenge 
hinzugeben”, oder “eine bestimmte Giitermenge zu einem bestimmten 
Preis zu verkaufen.” In der Regel wird die “Nachfrage’* sein: die 
Bereitwilligkeit, zu verschiedenen bestimmten Preisen verschiedene 
bestimmte Mengen eines Gutes zu kaufen, und* das “Angebot’* die 
Bereitwilligkeit, zu verschiedenen bestimmten Preisen verschiedene 
bestimmte Mengen eines Gutes zu verkaufen. Das heisst: es handelt 
sich bei den angebotenen wie nachgefragten Giiter- und Geldmengen 
um variable Grossen. Es werden alternativ zu kaufen begehrt die 
Menge zum Preise oder die Menge zum Preise p,^ oder die 
Menge zum Preise /).j u.s.w. Dabei kann man sowohl die eine wie 
die andere der beiden Grossen als die unabhangige und die andere 
wie die eine als die abhangige Variable betrachten. Man kann von den 
^^PreiserC^ ausgehn, zu welchen nachgefragt wird, sie variieren lassen 
und ihnen die Mengen — als abhangige Variable — zuordnen, die dabei 
nachgefragt werden, oder man kann von den Mengen ausgehn, die man 
zu kaufen wiinschte, und diese variieren lassen und ihnen die “Preise’’ — 
als abhangige Variable zuordnen, die man fiir die verschiedenen 
Mengen zu zahlen bereit ware. Praktisch wird bald das eine, bald 
das andere einen Sinn haben, jenachdem, welche Aufgabe zu losen 
ist, und theoretisch wird bald das eine bald das andere zweckmassiger 
sein je nach der Problemstellung, um die es sich handelt, 

Daraus folgt nun offenbar, dass “Angebot” und “Nachfrage” in 
concrete nicht bestimmt sind, wenn man nur die Mengen nennt, 
die angeboten, bzw. nachgefragt werden, sondern: man muss ouch 
die ^^Preise^^ nennen, zu welchen diese Mengen angeboten, bzw. nach¬ 
gefragt werden, um ein konkretes Angebot, bzw. eine konkrete Nachfrage 
bestimmt anzugeben. Das ist insoweit nur mehr selbstverstandlich. 
Aber es ist besonders zu beachten, dass eine Verdnderung der Nach¬ 
frage oder des Angebotes nicht nur vorliegt, wenn sich die nach¬ 
gefragten, bzw. angebotenen Giitermengen andern, sondern auch dann, 
wenn sich der “Prm” andert, zu welchen dieselbe Giitermenge 
nachgefragt, bzw. angeboten wird, und das heisst, dass eine Verande- 
rung in Nachfrage und Angebot eintreten kann, ohne dass sich die 
nachgefragte oder angebotene Menge selbst andert, also auch bei 
volligem Gleichbleiben der nachgefragten, bzw. angebotenen Giiter- 
menge. Es ist nicht dieselbe Nachfrage, wenn lOO Einheiten eines 
Gutes zum “Preise” 3 nachgefragt werden, als wenn sie zum “Preise” 
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2 nachgefragt warden, und das Angebot hat sich stark geandert, wenn 
zwar nach wie vor gerade loo Einheiten angeboten werden, diese aber, 
wahrend sie friiher zum ‘Treise” 4 angeboten wurden, nunmehr zum 
‘Treise’’ 2 oder 8 angeboten werden. Das hat schon Malthus in seinen 
“Principles” hervorgehoben und er hat dafiir die Bezeichnung ‘Tn- 
tensitat” von Angebot und Nachfrage gepragt. Trotzdem denkt man 
auch heute noch, wenn man von einer Veranderung von Angebot und 
Nachfrage spricht, in der Regel nur an eine Veranderung der 
angebotenen und nachgefragten Mengen. Bei der Nachfrage mag das 
von grosserer Bedeutung sein, beim Angebot aber ist es gerade 
umgekehrt. 

Stellen wir nun zusammenfassend fest: ErstenSy man muss streng 
unterscheiden zwischen “Angebot” und “Nachfrage” einerseits und 
den “angebotenen” und “nachgefragten Mengen” andererseits. Diese 
sind nur ein Element in “Angebot” und “Nachfrage,” die immer eine 
Beziehung, eine “Funktion” von zwet Elementen ausdriicken, “Menge” 
und “Preis.” Die Begriffe “Angebot” und “Nachfrage” diirfen nicht 
als reine M^^^begriffe, sondern miissen als Funktionsh^gxiSt auf- 
gefasst werden. Man muss dann zweitens konsequenterweise streng 
unterscheiden zwischen der ^^Variabilitdf^ der in “Angebot” und 
“Nachfrage” enthaltenen beiden Elemente und einer wirklichen 
Veranderung von “Angebot” und “Nachfrage.” Das sind zwei Dinge, 
die heute noch, kann man sagen, beinahe regelmassig miteinander 
verwechselt werden. Wenn der wirkliche Preis oder der “Marktpreis” 
steigt und es werden dann weniger Giiter gekauft, so sagt man — nicht 
nur in Laienkreisen, sondern auch in wissenschaftlichen Kreisen und 
in der wissenschaftlichen Literatur — “die Nachfrage ist zuriick- 
gegangen.” In Wirklichkeit kann dabei die “Nachfrage” vollstandig 
die gleiche geblieben sein. Zu dem erhohten Preis war auch schon 
friiher eine geringere Menge nachgefragt. Vielleicht ist die Nachfrage 
sogar gestiegen, trotzdem jetzt weniger gekauft wird. Friiher ware 
zu diesem erhohten Preis vielleicht noch weniger gekauft worden. 
Ebenso ist es im umgekehrten Fall: wenn der Preis einer Ware sinkt 
und dann davon mehr gekauft wird, so kann man deshalb nicht sagen, 
dass die Nachfrage gestiegen ist. Das kann bei vollkommen gleich- 
bleibender Nachfrage der Fall sein, das liegt schon im Begriff der 
Nachfrage. Es handelt sich da um eine Variabilitat der nachgefragten 
Menge mit dem Preis, die schon zum Begriff der Nachfrage gehort, 
und nicht um eine Veranderung der Nachfrage. Von einer “ Veranderung^^ 
der Nachfrage kann man nur dann sprechen, wenn entweder gleiche 
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Mengen zu einem verschiedenen Preis nachgefragt werden oder 
verschiedene Mengen zum gleichen Preis nachgefragt werden; dass zu 
verschiedenen Preisen verschiedene Mengen und verschiedene Mengen 
zu verschiedenen Preisen nachgefragt werden, das gehort schon zum 
Begriff der Nachfrage. Das wird heute bei der Begriffsbestimmung 
wohl auch in der Regel gesagt, aber nichtsdestoweniger findet man 
dann im Raisonnement iiber die Probleme die mit einer Veranderung 
der Preise Hand in Hand gehende Veranderung der gekauften Mengen 
als eine “Ver^derung der Nachfrage*^ aufgefasst und behandelt. 
Von einer derartigen Verwechslung zwischen der Variabilitdt der 
nachgefragten Menge mit variierendem Nachfragepreis und der 
Veranderung der Nachfrage sollte man sich sorgfaltig frei halten. Es 
diirfen weder die gekauften Mengen mit den nachgefragten Mengen, 
noch die nachgefragten Mengen mit der Nachfrage, noch die Verander- 
lichkeit der nachgefragten Mengen mit der Veranderung der Nachfrage 
verwechselt werden. Und dasselbe gilt natiirlich beziiglich des Angebots. 

Und ebenso diirfen ferner nicht miteinander verwechselt werden 
die angebotenen Mengen und die vorhandeneny bzw. auf den Markt 
gebrachten und schon effektiv zum Verkauf gestellten Mengen, wie 
die nachgefragten Mengen und der '^Bedarf^ “Angeboten’’ sind 
nicht nur die bereits fertigen, auf dem Markt sich befindlichen, unmit- 
telbar verkaufsbereiten Giiter, sondem auch die noch nicht vorhandenen, 
aber innerhalb der technischen und wirtschaftlichen Moglichkeiten 
produzierbaren Giiter. Und was speziell das “Angebot” an Produk- 
tionsmitteln betrifft, so diirfen nicht nur jene Mengen von Boden- 
nutzungen, Kapitalnutzungen und Arbeitsleistungen als “angeboten” 
betrachtet werden, die zum Verkauf an andere bestimmt sind, sondern 
es miissen dazu auch diejenigen gerechnet werden, die von den Besitzern 
des Bodens, des Kapitals und der Arbeitskraft in einem eigenen 
Produktionsprozess verwendet werden. Diese werden zwar nicht in 
ihrer urspriinglichen Form angeboten, aber in der Form der Produkte, 
die mit ihnen erzeugt werden. Sie gehoren mit in das Angebot hinein; 
denn sie bestimmen ihren Preis genau so wie die zum Verkauf gestell¬ 
ten Bodennutzungen, Kapitalnutzungen und Dienst-, bzw. Arbeits¬ 
leistungen. “Angeboten” konnen dann schliesslich auch Mengen sein, 
die nicht nur nicht gegenwartig verkaufsbereit vorhanden sind, sondern 
die auch in der Zukunft vielleicht gar nie vorhanden sein werden, 
ja gar nicht vorhanden sein konnen. Es betrifft dies das “spekulative” 
Angebot. Hinsichtlich der Nachfrage muss dann in gleicher Weise 
unterschieden werden zwischen dem “Bedarf” und den “nachgefragten 
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Mengen.” Der “Bedarf’’ ist jene Menge eines Gutes, deren ein Wirt- 
schaftssubjekt bediirfen wiirde, um seine gesamten Bedurfnisse bis 
zur vollen Sattigung zu befriedigen. Die nachgefragten Mengen sind 
in der Regel kleiner als der “Bedarf.” Der Bedarf ist die Maximalmenge^ 
die iiberhaupt nachgefragt sein kann, sie ist ein “Element’’ in der 
Funktion der nachgefragten Menge. 

Schliesslich muss noch unterschieden werden zwischen der vor- 
geblichen Nachfrage und dem vorgehlichen Angebot einerseits und der 
wirklichen Nachfrage und dem wirklichen Angebot andererseits. 
“Nachfrage” ist die wirkliche Bereitwilligkeit, zu bestimmten Preisen 
bestimmte Mengen eines Gutes zu kaufen, und “Angebot” ist die 
wirkliche Bereitwilligkeit, zu bestimmten Preisen, bestimmte Mengen 
eines Gutes zu verkaufen. Aber diese wirklich vorhandene Bereitwillig¬ 
keit kommt nicht immer von vornherein zum Ausdruck. Der Kaufer 
kann ein Interesse daran haben, den Verkaufer iiber seine wirkliche 
Bereitwilligkeit, zu einem bestimmten Preise eine bestimmte Menge 
zu kaufen, in Unklarheit zu lassen oder positiv irre zu fiihren, und 
desgleichen kann der Verkaufer ein Interesse daran haben, den Kaufer 
iiber seine Bereitwilligkeit zum Verkauf hinsichtlich Menge, aber vor 
allem Preis im Unklaren zu lassen oder irre zu fiihren. Der Kaufer 
gibt daher vor, nur zu einem niedrigeren Preis eine bestimmte Menge 
kaufen zu wollen, als um welchen er diese Menge zu kaufen wirklich 
bereit ist, und der Verkaufer nennt einen hoheren Preis, zu welchem 
er eine bestimmte Menge zu verkaufen bereit sei, als der ist, 
zu welchem er zu verkaufen wirklich bereit ist. In solchen Fallen 
pflegt man zu sagen: wenn nun das Geschaft auf der vom Kaufer 
oder Verkaufer so proponierten Basis nicht zustande kommt, dann 
andert der Verkaufer sein Angebot und der Kaufer seine Nachfrage, 
dann wird der Verkaufer einen niedrigeren Preis verlangen und der 
Kaufer einen hoheren Preis bieten. Aber diese vorgebliche Bereit¬ 
willigkeit, zu dem und dem Preis zu verkaufen, bzw. zu kaufen, ist 
nicht das “Angebot” und die “Nachfrage” und der Preis wird nicht 
durch sie bestimmt — wenigstens nicht jener Preis, der uns in der 
Theorie interessiert, der den “Wert” ausdriickt, — sondern durch die 
wirkliche Bereitwilligkeit, bestimmte Mengen zu bestimmten Preisen 
zu verkaufen und zu kaufen. Jene vorgebliche Bereitwilligkeit, wie sie 
in den Anfangsgeboten und -forderungen zum Ausdruck kommt, 
kann nichts anderes darstellen als einen Ausgangspunkt fur Verhand- 
lungen zur Eruierung des wirklichen Angebots und der wirklichen 
Nachfrage des anderen Geschaftpartners. 
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3 . DIE ERKLARUNG DER BESTIMMTHEIT DER PREISE DURCH 
ANGEBOT UND NACHFRAGE 

Hat man so klar erkannt, worum es sich bei den Tatbest^den, die 
man “Angebot” und “Nachfrage” nennt, handelt, und die Begrijfe 
“Angebot” und “Nachfrage** demgemass einwahdfrei bestimmt, so 
bietet es keine besonderen Schwierigkeiten mehr, sie zur Erklarung 
der Bestimmtheit der Preise zu verwenden, Man muss dann—erstens — 
nur noch erkennen, dass, wenn man mehrere verschiedene Giiter zu 
kaufen hat, die Menge jedes einzelnen von ihnen, die man zu kaufen 
begehrt oder “nachfragt,” nicht nur von seinem ‘Treis” abhangt, bzw. 
mit seinem ‘Treis” variiert, sondern zugleich auch von den ‘Treisen’’ 
der anderen Giiter abhangt, bzw. mit den “Preisen” der anderen 
Giiter variiert. Dann findet die Nachfrage nach jedem Gut, bzw. die 
nachgefragte Menge eines jeden ihren Ausdruck in einer (expliziten) 
Funktion von ebensovielen Grossen als es zu kaufende Giiter gibt, 
in einer Funktion von alien den ‘Treisen*’ dieser Giiter. Es ist dann 
die Nachfrage nach alien diesen Giitern einheitlich bestimmt und 
diese einheitliche Bestimmtheit erhalt ihren Ausdruck in einer 
zusammenhangenden Reihe von Funktionen oder Gleichungen, die 
alle dieselbcn unabhangigen Variablen enthalten. Diese Funktionen 
oder Gleichungen stellen die “Bereitwilligkeit’* dar oder driicken die 
“Bereitwilligkeit’’ aus, “zu bestimmten Preisen dieser verschiedenen 
Giiter bestimmte Mengen von ihnen zu kaufen.'’ Auf der anderen 
Seite haben wir Angebotsfunktionen von prinzipiell gleicher Art, die 
die “Bereitwilligkeit” ausdriicken, “zu bestimmten Preisen derselben 
Giiter bestimmte Mengen von ihnen zu verkaufen,” Zweitens muss man 
etwas iiber die konkrete Gestalt dieser Funktionen aussagen konnen. 
Was man dariiber in allgemeiner Weise aussagen kann, ist, dass der 
Wert der einen zunimmty wahrend der der anderen abnimmt mit 
zunehmenden Werten ihrer Variablen. Daraus folgt nun mit mathe- 
matischer Notwendigkeit, dass—wenn nicht ganz besondere Umst^de 
gegeben sind, die dies ausschliessen, — bei bestimmten Werten 
der Variablen die Werte der Angebotsfunktionen gleich sein miissen 
den Werten der sich auf die gleichen Giiter beziehenden Nach- 
fragefunktionen, d.h. nun, dass es bestimmte Preise geben muss, bei 
denen die nachgefragten Mengen und die angebotenen Mengen von 
einem jeden Gut einander gleich sind. Damit sind also gezoisse Preise 
eindeutig und fest bestimmt. 
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Aber das ist eine rein logische Ableitung aus den Tatbestanden 
“Angebot** und “Nachfrage,” bzw. den diese Tatbestande ausdriik- 
kenden BegrifFen von “Angebot’’ und “Nachfrage” und inbezug auf die 
wirklichen Preise ist damit an und fiir sich nichts ausgesagt. Was 
abgeleitet worden ist aus jenen Begriffen, ist nur, dass es mathematisch 
so bestimmte Grossen geben muss, aber nicht, dass es sie in Wirklich- 
keit geben muss. Deshalb darf sich die Untersuchung mit diesem 
(rein logischen oder mathematischen) Resultat nicht begniigen, sondern 
sie muss die Frage stellen: wie verhalten sich nun die wirklichen Preise 
zu diesen so abgeleiteten “G/rfcAgewichtspreisen**? 

Diese Frage ist nicht schwer zu beantworten. Die wirklichen 
Preise sind, soweit es sich um stabile Preise handelt, Gleichgewichts- 
preise, sie miissen als stabile Preise Gleichgewichtspreise sein, denn 
sonst konnten sie nicht stabil sein. Solange kein Gleichgewicht zwischen 
Angebot und Nachfrage, d.h. nicht Gleichheit zwischen den ange- 
botenen und nachgefragten Mengen besteht, kann es keinen stabilen 
Preis geben, muss es zu Preisveranderungen kommen. Eine stabile 
Preislage setzt jenes Gleichgewicht, bzw. jene Gleichheit voraus. 
Insoferne konnen wir also sagen: durch jene Erklarung der Bestimmt- 
heit gewisser Preise sind auch die wirklichen Preise erklart, soweit 
es sich um stabile Preise handelt. Die Hohe der nicht stabilen Preise 
kann damit nicht erklart werden und kann uberhaupt nicht erklart 
werden. Inbezug auf sie kann nur die Bewegung, bzw. die Bewegungs- 
richtung erklart werden. In Wirklichkeit sind nun aber, wie wir bereits 
festgestellt haben, — wenigstens in Zeiten, die wir als die “normalen” 
betrachten — die Preise der meisten Giiter stabil oder sie zeigen 
wenigstens eine starke Tendenz zur Stabilitat, sie sind “relativ stabil.” 
Das heisst aber, dass sie eben Gleichgewichtspreise oder wenigstens 
annahernd Gleichgewichtspreise sind, und so konnen wir wohl sagen, 
dass mit der Erklarung der Bestimmtheit der Gleichgewichtspreise 
auch die Bestimmtheit der wirklichen Preise weitaus der meisten Giiter 
erklart ist. Die nicht stabilen Preise sind natiirlich auch in ihrer 
jeweiligen Hohe bestimmt, aber diese Bestimmtheit ist keine so ein- 
fache, als dass sie sich in eine wissenschaftliche Formel bringen Hesse. 
Es spielen dabei viel zu viele und vielfach gmzlich unbekannte und 
unerfassbare Faktoren mit. Abgesehen davon interessiert sie uns auch 
nicht. Was uns interessiert, ist nicht das rasch Voriibergehende, sondern 
das im Wechsel Beharrende. Jenes hat keine oder nur eine ganz 
untergeordnete Bedeutung fiir unser Leben. Was uns aber an den 
nicht stabilen Preisen interessiert, bzw. interessieren kann, ist ihre 
48 



ZUR WERT- UND PREISLEHRE 


Veranderlichkeit als solche oder ihre tatsSchliche Ver^nderung in 
bestimmter Richtung, falls diese nicht einen rein voriibergehenden, 
sondern einen einigermassen andauernden Charakter hat. Die Verande- 
rung als solche kann ja auch etwas Andauerndes sein. Dabei inter- 
essiert uns aber eben nicht irgendein bestimmter Punkt aus ihrem 
Verlauf, sondern ihr Verlauf als solcher. 

Wir haben friiher das Gleichgewicht zwischen Angebot und Nach- 
frage als gegeben durch die Gleichheit der zum selben Preise angebo- 
tenen wie nachgefragten Mengen hingestellt und in der Regel wird 
der Gleichgewichtszustand durch jene Gleichheit definiert. Dies ist 
jedoch nicht richtig. Es kann sich, wenn man sagt, dass das Gleich¬ 
gewicht zwischen Angebot und Nachfrage durch jene Gleichheit 
charakterisiert sei, nur um eine provisorische Feststellung handeln. 
In Wirklichkeit kann sehr wohl Gleichgewicht bestehen und trotzdem 
ein Ueberschuss der angebotenen Mengen iiber die nachgefragten 
oder ein Ueberschuss der nachgefragten iiber die angebotenen 
Mengen vorhanden sein. In Wirklichkeit gibt es ja oft unverkaufte 
Mengen, also ein “uberschiissiges Angebot’* auf dem Markte 
und zwar nicht nur, wenn Monopole bestehen, sondern auch 
unter Konkurrenzverhaltnissen, wobei trotzdem vollstandiges Gleich¬ 
gewicht besteht, d.h. keine Tendenz zu einer Veranderung vorhanden 
ist, und in Krisenzeiten, bzw. genau gesprochen in Zeiten einer 
Depression ist das sogar die Regel, ja der Depressionszustand 
kann direkt durch diesen Zustand charakterisiert oder definiert 
werden. Es kann namlich zu einem bestimmten Preise eine grossere 
Menge angeboten sein als zu diesem Preise nachgefragt ist, jedoch 
die Sache so liegen, dass zum nachstmoglichen niedrigeren Preis 
eine Differenz in umgekehrter Richtung vorhanden ist, die noch grosser 
ist, also die nachgefragte Menge die angebotene Menge um einen 
grosseren Betrag iiberschreiten wiirde. Es kann vielleicht aus produk- 
tionstechnischen Griinden einen vollen Ausgleich nicht geben. Das 
Gleichgewicht zwischen Angebot und Nachfrage ist in solchen Fallen 
dann gegeben, wenn der Ueberschuss der nachgefragten Menge iiber 
die angebotene Menge, bzw. umgekehrt, der kleinstmogliche ist. Auch 
das kann vielleicht noch nicht als eine endgiiltige Definition angesehen 
werden, doch kann hier die Frage infolge Raummangels nicht weiter 
verfolgt werden. (Ich habe eine etwas andere Definition in meinen 
“Grundziigen der Volkswohlstandslehre” gegeben.) Es sei nur noch 
darauf hingewiesen, dass diese Frage praktisch wichtig ist fiir den 
Fall, dass die Ausdehnung der Produktion nicht kontinuierlich, sondern 
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nur diskontinuierlich mit plotzlicher starker Steigerung der angebo- 
tenen Mengen, wenn auch zu einem niedrigeren Preis, erfolgen kann. 
Dann wird es geraume Zeit, bevor es zur Ausdehnung kommt, einen 
dauernden Ueberschuss der nachgefragten gegeniiber den angebotenen 
Mengen und nach der Produktionsausdehnung einen Ueberschuss 
der angebotenen Mengen iiber die nachgefragten Mengen geben, 
wahrend in beiden Zustanden ein volliges Gleichgewicht zwischen 
Angebot und Nachfrage bestehen kann. 

Es sei zum Abschluss dieser Untersuchung noch auf die mehrfache 
Bedeutung des Ausdrucks “Gleichgewicht” hingewiesen und auch 
auf ein Problem, das damit zusammenhangt. Auch das Wort “Gleich¬ 
gewicht” ist nicht von vornherein klar und eindeutig, sondern man 
muss jedesmal, wenn man es braucht, angeben, was damit gemeint 
ist, falls dies nicht aus dem Zusammenhang, in dem es gebraucht wird, 
klar hervorgeht. Wenn wir dort von “Gleichgewicht zwischen Angebot 
und Nachfrage” gesprochen haben, so ist das wohl insoweit klar, als 
damit ein Zustand gemeint ist, der die Tendenz einer gewissen Dauer 
in sich birgt und dadurch eine Bestimmtheit der Preise im Gefolge 
hat. “Dauer” ist aber etwas Relatives. Man kann von “Dauer” sprechen 
inbezug auf einen Tag, wie inbezug auf eine Woche oder einen Monat 
Oder ein ganzes Jahr. Nun, in der Theorie konnen wir so konkret nicht 
unterscheidcn. Wir miissen uns da mit der Unterscheidung von einer 
“kiirzeren” Dauer und einer “langeren” Dauer begniigen und was 
“kiirzere Dauer” und “langere Dauer” fur die Wirklichkeit bedeutet, 
das hangt ganz vom konkreten Fall und vom Problem ab, mit dem 
man es zu tun hat. Wir werden in unserem Fall und bei unserem 
Problem unter “kiirzerer Dauer” die Dauer eines einheitlichen, in 
sich geschlossenen Marktes verstehn und unter “langerer Dauer” 
eine Periode der Aufeinanderfolge, bzw. der Wiederholungvon Markten 
gleicher Art. Oder wir konnen auch so sagen: wir verstehen unter 
“kiirzerer Dauer” einen Zeitraum, der kiirzer ist, als dass sich eine 
Ausdehnung der Produktion auf dem Markte bemerkbar machen 
konnte, und unter “langerer Dauer” einen Zeitraum von einer Lange, 
bei der die Produktion fiir die Marktversorgung eine Rolle spielen 
kann, bzw. noch nicht produzierte, aber produzierbare Giitermengen 
mit in das Angebot eingehn. 

Die Bestimmungder Preise, wie siedurch das Cassel’sche Gleichungs- 
system erfolgt, ist nun eine Bestimmung lediglich fiir einen einheitlichen, 
in sich geschlossenen Markt oder fiir eine einzige Produktionsperiode 
und kann es nicht dariiber hinaus, fiir einen langeren Zeitraum sein. 
so 
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Die CassePschen Gleichungen geben—so konnen wir auch sagen — 
nur die Preise fiir ein momentanes Marktgleichgewicht, nicht aber 
fiir einen “statischen** oder Dauerzustand der Volkswirtschaft. In 
seinen Gleichungen ist namlich eine Grosse als gegeben angenommen, 
die nur fur einen bestimmten Zeitpunkt “gegeben” sein kann, auf 
die Dauer aber selbst durch den Preisbildungspr.ozess bestimmt ist, 
also als eine Unbekannte im Problem betrachtet werden muss. Das 
ist die Geldmengey iiber welche die Nachfragenden verfiigen und die 
zusammen mit ihren Bediirfnissen (und, soweit Produktion in Betracht 
gezogen wird, mit den technischen Kocffizienten) die Grundlage fiir 
die Bestimmung der im Tatbestand der Nachfrage involvierten Grossen, 
Giitermengen und Nachfragepreisen, ist. Man kann nun jedenfalls 
davon ausgeheriy indem man sich z.B. vorstellt, dass ein bestimmter 
Zeitpunkt zum Ausgangspunkt der Betrachtung gemacht wird, in dem 
die Wirtschaftssubjekte die Konsumgiiter, iiber welche sie verfiigten, 
konsumiert haben und iiber bestimmte Geldsummen verfiigen, mit 
welchen sic neue kaufen miissen und kaufen wollen. Auf Grund ihrer 
Bediirfnisse sowie auf Grund der Grosse jener Geldsumme fragen sie 
bestimmte Mengen der verschiedenen Giiter zu bestimmten Preisen 
nach. Auf Grund des dieser Nachfrage entgegentretenden Angebots 
sind dann gevvisse Gleichgewichtspreise bestimmt, zu welchen alle 
angebotenen Giiter—wir halten uns der Einfachheit halber an diese 
vereinfachte Vorstellung — abgesetzt werden konnen, also von den 
Nachfragenden gekauft werden und zugleich ihre Nachfrage voll 
befriedigt werden kann. Diese Preise werden die wirklichen Preise sein, 
wenn diese Gleichgewichtspreise sein sollcn. Man kann sich vorstellen, 
dass sie borsenmassig festgestellt werden oder dass sie dadurch zustande 
kommen, dass sich die Anbietenden, sowie die Nachfragenden bei 
den Kaufabschliissen an friihere Erfahrungen halten oder einfach 
dadurch, dass die Anbietenden die “richtigen” Preise erraten. Nach 
Abschluss des Marktes sind alle Nachfragenden, bzw. Kaufer—die 
ja zugleich auch die Anbietenden und die Verkaufer sind — sowohl im 
Besitz der begehrten Giiter, sowie im Besitz bestimmter Geldmengen. 
Aber es ist nicht gesagt, dass diese Geldmengen dieselben sein miissen, 
iiber die sie auch friiher beim ersten Start verfiigten. Die Gesamtsumme, 
iiber die sie alle zusammen verfiigen, muss allerdings die gleiche sein, 
aber ihre Verteilung kann und wird wahrscheinlich eine ganz andere 
sein. Dann wird eben durch diesen Tauschprozess die ganze Nachfrage 
verandert sein und auf dem nachsten Markt werden die Gleichgewichts¬ 
preise ganz andere sein. 
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Wollen wir also zur Erklarung eines iiber mehrere Markte hinweg 
stabilen Preissystems kommen, so miissen wir jene Voraussetzung, 
dass sich die Nachfragenden von vornherein im Besitz ganz bestimmter 
Geldmengen befinden, auf welchen sich ihre Nachfrage aufbaut, bzw. 
die Annahme einer von vornherein gegebenen Geldverteilung fallen 
lassen und diese Geldmengen selbst als unbestimmte, erst durch den 
Tauschprozess zu bestimmende Grossen auffassen. Dann kann man 
natiirlich nicht mehr mit Gesamtnachfragefunktionen operieren, 
sondern muss diese in Einzelnachfragefunktionen auflosen, bzw. als 
eine Summe von Einzelnachfragefunktionen auffassen, und es muss 
eine besondere Gleichgewichtsbedingung hinzugenommen werden, 
die ist, dass fiir jedes einzelne Wirtschaftssubjekt die Geldsumme, die 
er einnimmt fiir die von ihm angebotenen und verkauften Giiter gleich 
ist der Geldsumme, die er ausgibt fiir den Ankauf der von ihm nach- 
gefragten Giiter. Das gibt dann eine entsprechende Zahl von neuen 
Gleichungen, durch die zusammen mit den Angebots- und Nach- 
fragegleichungen wirkliche Dauerpreise bestimmt sind, bei welchen 
es ein dauerndes Marktgleichgewicht oder ein volkswirtschaftliches 
Gleichgewicht gibt. Und erst durch diese ist das, was wir in letzter 
Linie erkennen wollen, namlich der der Giiter bestimmt. 
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MONETARY CONTROL AND GENERAL 
BUSINESS STABILIZATION 

JAMES W. ANGELL, Columbia University^ New York 
§ I. INTRODUCTION 

In the limited space at my disposal, it is obviously impossible to 
develop an extended body of systematic argument. I must therefore 
beg permission to present, for the most part, only those main proposi¬ 
tions and conclusions to which a more detailed analysis has led me. 

One matter must be disposed of at the start. In recent years 
technical progress has been described by many writers as a major 
source of new unemployment, and hence of large changes in the level 
of general business activity. I think, however, that the importance of 
technical progress in causing either widespread new unemployment 
or business fluctuations has been seriously overemphasized. It is of 
course true that some unemployment is likely to result for a time from 
those strictly technical and more general organizational improvements, 
which reduce the number of workers required per dollar of sales 
without increasing money costs (assuming a fixed total money volume 
of sales). Such improvements, to the extent that they are effected 
without the appearance of “excessive’* additional saving and invest¬ 
ment* in the enterprises concerned, give rise to what I think should 
alone be called “technological” unemployment. But despite its serious¬ 
ness for the individual workers involved, the seriousness of technological 
unemployment for the economic stability and welfare of the country 
as a whole has been much exaggerated. When separated from the 
effects of overinvestment, technological unemployment proper usually 
does not appear abruptly and on a large scale; and the workers whom 
it throws out are usually absorbed with fair rapidity—other things 
equal—^into other occupations. Witness the familiar shift of labour in 
the United States, in the years before the present depression, into the 
so-called service industries. 

The elimination of technological unemployment, therefore, would 
not eliminate all or even most of the major actual fluctuations in the 
current money volume and direction of general business activity. 

* Saving and investment are here taken to exclude funds accumulated for 
making replacements; see a later footnote. “Excesses” are also defined later. 
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The key to controlling and reducing these fluctuations must be sought, 
rather, in broader and more fundamental aspects of the economic 
process itself. For societies which propose to remain on a comparatively 
individualistic and capitalistic basis, societies in which a large measure 
of individual liberty of action is to be retained, only two main lines of 
procedure that require serious attention have been proposed in the 
United States for damping down or eliminating these fluctuations; 
a solution through explicit socialization or collectivization may be 
debarred here by hypothesis. 

One line of procedure is embodied in the various proposals for 
setting up so-called “planned economies.” With these proposals I have 
great sympathy. I think the adoption of almost any one of them would 
give results better than those yielded by our present forms of business 
organization. But I doubt if they alone are sufficient. I am not convinced 
that control of merely the direction and the physical quantity of the 
output can carry with it an adequate degree of stability in the pricing 
of this output or of its factors of production; or even that it can be 
achieved at all, except through a simultaneous control of these latter 
price phenomena. I also suspect that, at least in the United States, 
the installation of an explicit planned economy in any large sphere 
would constitute a greater and more rapid step toward the socialization 
of economic life than the judges and legislators are as yet prepared 
to take. 

§2. CONTROL OF BUSINESS ACTIVITY THROUGH MONETARY 

REGULATION 

There is an alternative line of action, however, which I believe will 
accomplish a substantial part of the desired results, and yet will permit 
retention of much of the outward forms of individual liberty and 
competition in business. This is action through the most generalized 
instrument we possess, the financial mechanism. I believe that the 
aggregate money volume of business activity can be controlled through 
the financial mechanism, within reasonable limits; and, incidentally, 
that if the aggregate money volume of business activity is stabilized, 
or at least brought within the confines of a relatively small and fairly 
constant rate of variation, the most serious aspects of the problem of 
unemployment will disappear.* It is with this problem of financial 
control that I shall be concerned here. 

* Strictly technological unemployment would of course still remain. So would 
seasonal unemployment, except in so far as intelligent economic planning 
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Under the form of economic organization characteristic of the 
United States and most of Western Europe to-day, and speaking 
broadly, I think that large and relatively rapid changes in the current 
volume of general business activity, aside from seasonal fluctuations, 
come from only two main sources. One is excessive variations in the 
quantity of purchasing power which is being currently placed at the 
disposal of the business community. The other is the'process of current 
new saving and investment. The two factors of change work in the 
following way. 

§ 3 . CURRENCY IN SOCIETY HAVING NO NEW SAVING AND 

INVESTING 

First, suppose that in the society there is no new voluntary saving and 
investing at all. In addition, suppose that the total quantity of money 
is constant—using the term “money” to cover both cash in circulation 
and total net bank deposits. Under these conditions, what governs the 
relation between the (fixed) size of this money stock and the size of 
the aggregate of national money incomes ? 

The determining factor is, I think, the circular velocity of the 
average unit of money itself. This concept of circular velocity is already 
familiar in economic literature. I shall here define the circular velocity 
of money as the number of times in a given period, say a year, that 
the average unit of money completes its circular movement from 
consumers to producers, and back to consumers. When a unit of 
money comes into the hands of individual consumers, it constitutes 
income to them. Since we assume at present that there is no voluntary 
new saving, the money will soon be spent again on consumers’ finished 
goods and services, and will then gradually work back again from the 
distributors and producers into the hands of the consumers. The number 
of times that the average unit of money completes this circular move¬ 
ment in a year is its average annual circular velocity. Now the average 
annual circular velocity of money, multiplied by the total number of 

enabled it to be absorbed. If the total money volume of current business 
activity were roughly “stabilized,” however, those more gradual shifts in the 
demands of business for labour which occur independently of technical change 
or seasonal fluctuation, and which are due to changes in the demands for the 
end products of business, would be taken up cither by occupational shifts of 
labour itself, or by gradual shifts in wage rates and even consequent changes 
in the character of the technical methods currently in use, thus permitting 
the employment of a larger or a smaller quantity of labour per unit of output. 
Serious imemployment, in consequence of these shifts in demands, would 
then be avoided. 
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units of money in the national money stock, must evidently be sub¬ 
stantially equal to the national sum of the individual money incomes 
received in a year; that is, must equal the national money income.’* * * § ^ 
Moreover, as just stated, we still assume that there is no new saving. 
Hence the aggregate national money income must also be substantially 
equal to the money volume of expenditures on consumers’ finished 
goods and services—that is, must equal the price-times-quantity term 
for such goods and services .f 

Thus when there is no voluntary new saving and investment the 
size of the national money income, and the money volume of purchases 
and sales of consumers* goods, are governed by the size of the money 
stock and the average circular velocity of the money itself. This circular 
velocity is quite different from the kind of velocity which Professor 
Fisher and Mr. Snyder have helped to make so familiar, and which 
may be called the exchange or transactions velocity of money. The 
average annual circular velocity of money in the United States seems 
to have lain around i ‘6 or less, in recent years,J as against a figure of 
25 to 30 for annual exchange velocity. 

Now I think it can be shown, though not in the brief space here 
available, that the circular velocity of money is in turn governed by 
only some three principal factors, when voluntary new saving and 
investment are not taking place. One is the duration of the period 
required to produce and market the average unit of commodities 
and services; one is the average length of time which elapses between 
successive payments for successive batches of these goods and services; 
and one is the relative size of the cash and deposit balances, which 
individuals currently keep by them.§ The point that is especially 

* If M be net cash and bank deposits, C the average annual circular velocity 
of money, and NI the annual national money income, then: 

M X C = NI 

This equation is of course correct only under the severe limiting conditions 
here assumed. 

t That is, if P be price and Q quantity for consumers’ goods, 

MxC = NI=PxQ 

The second and third members are equal in a given period, however, only 
if the reserve balances of cash and bank deposits, which consumers currently 
keep by them, do not change in the aggregate. Voluntary new saving and 
investment are here ruled out by hypothesis. 

+ See a later footnote. 

§ Let R be the average number of production periods per year (that is, the 
reciprocal of the average time required to complete the production and sale 
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important here, however, is not the precise composition of, nor the 
precise relation between, the several determinants. It is the fact that 
these determinants, which are governed by the current state of the 
production and distribution techniques, and by the current habits of 
the people in handling money, themselves presumably change only 
rather gradually. Moreover, the limited statistical, evidence available 
indicates that their combined resultant, which is the circular velocity 
of money, also changes only rather gradually.* We therefore reach this 
important initial conclusion. When there is no new voluntary saving 

of an average unit of consumers* commodities and services, expressed in 
fractions of a year); let h be the size of the aggregate reserve balances of cash 
and bank deposits which individuals currently keep on hand (true voluntary 
savings for investment purposes being still assumed not to exist), expressed 
as a fraction of the national money income per production period; and let 
d be the average number of payment-intervals per production period (that is, 
the reciprocal of the average time which elapses between successive payments 
for successive batches of goods and services as they come through the pro¬ 
duction and distribution process, these lengths of time being expressed in 
terms of the length of the average production period and weighted for the 
relative size of the payments themselves). Then if C be the average annual 
circular velocity of money, the following equation can be set up, though the 
argument to support it cannot be presented in this brief compass: 

^ b + d 

A process of very rough estimation suggests these values for the United 
States, when C is taken as 1*5 (see next note): at 1*2, h at 0*3, d at 0*5. 
On an annual basis, h becomes 0-36, d becomes 0*6. 

A rough calculation for the United States can be made from equation (i), 
above. Data for cash in circulation are given in the Reports of the Comptroller 
of the Currency, for the mid-year call dates. For the national money income 
I have used Professor W. I. King’s estimates, in his The National Income and 
Its Purchasing Power (New York, 1930), but with “imputed** income excluded. 
Dividing the second set of figures by the first gives the following rough values 
for the circular velocity of money: 


1909 .. 

1*76 

1914 .. 

I -64 

1919 .. 

1-68 

1924 .. 

1*54 

1910 .. 

1*72 

1915 .. 

1*67 

1920 .. 

I -64 

1925 . . 

1*51 

I9II 

1-70 

1916 .. 

I *64 

1921 

1*53 

1926 .. 

1*52 

1912 .. 

1*70 

1917 .. 

1-68 

1922 .. 

1*50 

1927 .. 

1*51 

1913 .. 

1*73 

1918 .. 

I -80 

1923 •• 

I-S8 

1928 .. 

1*51 


This procedure makes no allowance for that part of the national aggregate 
of individual receipts which is currently “spent** on new saving and invest¬ 
ment, but as an offset it also makes no deduction for the quantity of money 
currently tied up in the aggregate saving and investing process. It will be 
observed that the figures, after allowance for their marked and persistent 
downward trend, fluctuate roughly with general business activity; but that 
the fluctuations are, in relative terms, comparatively small. 
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and investment, the principal source of fluctuations in the national 
money income, and hence in the volume of sales of consumers’ finished 
goods and services, is, at least in fairly short periods, changes in the 
size of the money stock. With new saving and investment debarred by 
hypothesis, changes in the size of the money stock must thus also be 
the principal source of fluctuations in the aggregate money volume of 
current business activity. 

The conclusions with respect to monetary policy, to which these 
propositions lead, are self-evident. Still granting that there is no 
voluntary new saving and investment, then, in short periods, the goal 
should be to hold the total net quantity of cash and bank deposits 
as nearly constant as possible. If this is done, the principal source of 
large short-period fluctuations in business activity will be removed. 
In somewhat longer periods, however, the constancy of the net quantity 
of cash and bank deposits should be modified for estimated enduring 
changes in the circular velocity of money itself, so that the product 
of money stock times circular velocity remains substantially constant.* 
Finally, over periods long enough so that population growth is a factor, 
the product of money stock times circular velocity should presumably 
be allowed to vary with population, to prevent substantial changes in 
average money income per caput.f 

It will be observed that the initial objective of monetary policy is 
thus not found to be that stability merely in prices taken alone, which 
one school of thought has proposed. I think this is no more an adequate 
objective than stability in the physical quantity of output, already 
referred to. I doubt if stability in prices can alone insure the real initial 
desideratum, substantial short-run stability in the total money volume 
of current business activity, even when no new saving and investment 
are going on.J Moreover, what is perhaps of greater practical im- 

* This proposition is of course superficially analogous to the familiar con¬ 
clusions presented by Professor Hayek, but is reached by quite different 
paths, and rests on the use of a quite different conception of the “velocity” of 
money. Limitations of space prevent any detailed comparison or criticism, 
t Average real income per caput would not be substantially altered, whether 
the money stock was altered or held constant; but differences as between 
different income groups, in the rapidity of the adjustment to higher or lower 
levels of money incomes, would presumably produce certain undesirable and 
permanent changes in the distribution of the incomes themselves, and of 
wealth in general. The point is discussed further at the end of section 5, below, 
t The attempt to stabilize prices would also encounter grave difficulties over 
time, because of the distorting effects of technical improvements, shifts in 
relative demands, and the like. 
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portance, the fact that prices are usually not good forecasters of business 
fluctuations makes their movements a wholly inadequate guide for 
practical banking policies. The criteria already suggested, on the 
other hand, which entail causing the total volume of bank credit to 
change at only a relatively small and stable rate, give the central 
authorities a simple and (once the system is in operation) a reasonably 
workable guide for their actions.* 

§4. EFFECTS OF VOLUNTARY NEW SAVINGS AND INVESTMENTS 
Fluctuations in the net available quantity of cash and bank deposits 
thus constitute one main source of disturbance in the current volume 
of business activity and employment. The other, which we have 
hitherto ruled out by assumption, is voluntary new saving and invest¬ 
ment. How does this latter type of disturbance operate? 

The immediate effects of new saving and investment are of a 
familiar order. Suppose that at a given time no new saving or investment 
is going on, and that the total net quantity of cash and bank deposits 
remains constant. Then suppose that new saving and investment begin 
to take place in substantial volume. With the total quantity of money 
held constant, individuals can now save funds only by diminishing 
their current expenditures on consumers^ goods and services. For the 
time being, the money volume of sales of such goods and services will 
therefore decline; and in further consequence, the aggregate volume 
of money incomes currently received by individuals from the production 
of such goods and services will also decline. In other words, the volume 
of current business activity in the production of consumers* goods 
and services will decrease It is therefore likely (though not necessary) 

* Though stabilization at something materially above the present levels is 
presumably desirable in the United States, to secure a more equitable distri¬ 
bution of incomes and of debt and tax burdens, 

t The production of consumers’ goods and services is taken to include not 
only the processes of direct fabrication and distribution, but also the manu¬ 
facture of those replacement parts and the like, which are necessary to maintain 
the existing levels of physical output and efficiency. Funds accumulated for 
replacements are by definition excluded from the saving and investing process. 

The owner of the plant and equipment may of course elect to spend the 
current receipts, which should go for replacements, on consumers’ goods and 
services. This “dis-saving” will temporarily increase the demand for and the 
money volume of sales of the latter type of goods, just as the corresponding 
original saving diminished them; but the eventual shrinkage in the effective 
size of the country’s productive plant which this dis-saving entails must 
eventually cause a drop in the physical quantity of the national output, and 
hence in the national real income—^a further ground, incidentally, for excluding 
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that the current volume of employment will also decrease substantially.* 
When the saved funds are invested, however, this process is in part 
reversed. The funds pass into the hands of makers of additional produc¬ 
tion equipment and the like, and are then eventually paid out by the 
latter, in the form of individual money incomes, to meet the costs of 
producing this additional equipment. The aggregate volume of indi¬ 
vidual money incomes is thus increased again, and the total number 
of workers employed, if it had previously been reduced, may now 
likewise increase.! Finally, suppose that further new saving ceases. 
Then when the investment processes already under way have been 
completed, the aggregate volume of individual money incomes will be 
restored to the level prevailing before the saving began, as will the 
money volume of sales of consumers’ goods and services. If labour 
is perfectly mobile, employment will also regain its previous level; 
but this last result may be retarded, or may not appear at all.J In their 
initial aspects, voluntary new saving thus produces the same aggregate 
effects as a decrease in the quantity of money or a decline in its circular 
velocity, while new investment, taken by itself alone, produces the 
opposite effects. 

The process of saving and investment of course has other conse¬ 
quences, however, which appear less rapidly, but which may be even 
more important. The funds which are saved and invested go chiefly 
into making net additions to plant and equipment,^ and these additions 
in turn permit the production of larger physical quantities of con¬ 
sumers’ finished goods and services than before. But nothing has 
happened to increase the size of the aggregate of individual money 

replacement funds from savings. When the sales prices received for the finished 
product are so low that they will not even cover replacement costs, however, 
there is no voluntary dis-saving, but simply an outright loss of a corresponding 
quantity of prior savings. 

* The volume of employment can here be maintained only to the extent that 
the effects of the decrease in the volume of current business activity are 
absorbed in the form of reduced rates of money income per caput in the 
enterprises affected. 

t Again, however, this increase may not follow, or at least may not be great 
enough to absorb all the workers previously thrown out of the consumers* 
goods industries. An unemployed residue of workers may persist for a con¬ 
siderable interval—with the corollary, of course, that those who remain 
employed are currently receiving rates of pay higher than those which the 
employers would have to pay if the labour supply were in fact perfectly mobile. 
X See the preceding footnote, and also an earlier footnote on “dis-saving.** 

§ Replacements being excluded, by definition, from the saving and investing 
process. 
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incomes, or of individual money expenditures on consumers’ goods 
and services, for the total quantity of money is still assumed to be fixed.* 
Hence, the increased physical output of particular types of consumers’ 
goods, if it actually appears, can be sold only by lowering the prices 
of these goods, by diverting to them a part of the consumers’ incomes 
previously spent on other types of goods, or by a combination of the 
two. In each case substantial disturbances in the previously existing 
state of affairs are likely to result.f In the light of these disturbances, 
how far should new saving and investment, and therefore the consequent 
increases in the output of consumers’ goods and services, be allowed 
to go? 

§5. CONDITIONS JUSTIFYING NEW SAVING AND INVESTMENT 

There appear to be only four or five main types of situation which 
can, as it were, really ‘‘j'ustify” voluntary new saving and investment. 
The justification and the limits can be seen most clearly by assuming 
for the moment that the stock of money remains constant. One such 
situation arises when the new saving and investment will make it 
possible to adopt a technical or other improvement that will lower the 

^ The process of saving and investing itself, with a fixed total quantity of 
money, in the main simply diverts part of the current flow of purchasing 
power and productive effort from consumers* goods to the processes making 
net additions to plant and equipment, and then back again. It is true that 
the subsequent operation of the additional plant may itself alter somewhat 
the circular velocity of money through the production processes concerned. 
But the effect of this on the average circular velocity of money for the country 
as a whole, and hence on the aggregate of individual money incomes, will 
usually be negligibly small. Independent changes in circular velocity, as from 
a change in consumers’ reserve balances, can be ignored for the purposes of 
the present very general exposition. 

t Mr. Keynes, in his Treatise on Moneyy places his chief stress on the 
(essentially short-run) disturbances produced by the mere inequality between 
current saving and current investment. These disturbances are of course 
material. I think, however, that the effects of substantial changes in the 
absolute volume of new saving and investment taken together, regardless of 
the degree of current equality between them, are even more significant in the 
short-run period; and that over time, the effects produced by a permanent 
increase in the physical quantity of output of consumers’ goods and services 
are usually much more important than either type of short-run effect. It is 
these longer-run effects, for example, which at bottom are chiefly responsible for 
the present acutely depressed state of business in the United States. To the 
last two sets of considerations Mr. Keynes pays little direct attention. The 
operation of the forces here involved can be seen with especial clarity when 
the quantity of money, for purposes of analysis, is assumed constant. 
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money cost of producing existing types of articles.* Under non¬ 
competitive conditions the benefit of such improvements may be 
entirely absorbed in profits; but under competitive conditions physical 
output will usually increase. The volume of new saving and investment 
must therefore be so gauged that the resulting increase in output is 
not greater than is warranted by the attainable decrease in costs ;f 
otherwise overproduction, a chronic state of excess plant capacity and 
loss must ensue. A second type of situation arises from a decrease in 
the relative money price which a particular group of individuals, 
among those engaged in a given production process, currently places 
upon their production efforts or sacrifices—as a decline in the demand 
rates of wages, or of interest, or the like. Such a differential decline may 
warrant a change in existing production techniques, or the introduction 
of new improvements.t The saving and investing of new funds to 
accomplish such changes is “justified,” however, only up to the point 
necessary to secure the full benefit of the changes, after allowance for 

• Including improvements in distribution, as well as those in fabrication 
proper. The cost of producing with the new method should evidently include, 
under an adequate system of social accounting, the cost (properly distributed 
over time) of unamortized savings still tied up in such old plant as the new 
method may make it necessary to scrap. In practice, of course, part of the 
new plant will usually be built with funds already accumulated to replace the 
old plant. 

t When demand is of unitary elasticity, the maximum increase in output 
must of course be not more than proportional to the decrease in costs. When 
demand is of more than unitary elasticity, the total money outlays by con¬ 
sumers on the article will increase, at the expense of their purchases of other 
types of products, and part of the equipment hitherto used in producing these 
last will now become useless. To be “justified,” from the point of view of 
the pecuniary accounts of society as a whole, the original improvement must 
hence permit a lowering of costs great enough to offset (when distributed over 
time) the losses of prior unamortized savings incurred by scrapping this latter 
equipment. There may be non-pecuniary reasons, however, for regarding such 
a shift in the direction of individual outlays as desirable. When demand is of 
less than unitary elasticity, finally, substantially the opposite considerations apply. 

If the producer’s position contains elements of monopoly, he may of 
course elect to absorb all the financial gains from the improvement himself, 
leaving prices to consumers and physical quantity of output unchanged. In 
the latter event the problems just outlined do not arise, if the producer acts 
rationally. 

I If the demand prices (in money) of all the factors of production decline 
equally and simultaneously, however, no change in existing production methods 
will be in order. The effect will be simply to lower the national money income. 
With a fixed total quantity of money, this decline would be effected through 
a decline in the circular velocity of money—presumably in consequence of 
an increase in the reserve cash and deposit balances of individuals. 
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the possible effect on quantity of output. Saving beyond these limits 
must again lead to overproduction and loss. A third type of situation 
arises when cheap new sources of raw materials are discovered; to 
this the same argument applies. A fourth type appears when it is desired 
to develop a new variety of products. Here it is in practice probably 
impossible to set up accurate working limits, but the same principles 
as those already outlined are relevant.* 

Finally, new saving and investment should be allowed to take place 
in quantities that will permit the society’s plant and equipment to 
increase substantially with the growth of its population. When once 
the existing techniques of production have been put into full use, with 
reference to the current relative prices of the various factors of produc¬ 
tion, further saving and investment cannot in themselves materially 
increase average real incomes per caput.f But an appropriate volume of 
new saving and investment will prevent average real incomes per caput 
irom falling as population grows, except in so far as general conditions 
of increasing costs are imposed by other factors. New saving and 
investment in quantities determined, with a given state of technique, 
by population growth, are therefore also “justified,” though again 
saving in excess of the limits thus suggested can only lead to over¬ 
production, chronic excess plant capacity, and loss. 

§ 6. DISTURBANCES CAUSED BY EXCESSIVE NEW SAVING AND 

INVESTMENT 

The disturbances that are caused by a volume of new saving and 
investment in excess of the limits defined above are enduring and far- 
reaching. Excesses of this sort lead necessarily to overproduction, 
cut-throat competition, and severe losses to investors. If widespread, 
they also commonly lead, first to general over-expansion, and then to 

* The new product should be able to sell at a price which will not only cover 
its own costs of production proper, but which will also cover the costs (dis¬ 
tributed over time) of the unamortized savings invested in plants making 
other types of product, in so far as the new product diverts demand from 
them. If this condition is not met, the saving which ends in the production of 
the new article will impose a loss on society in other directions, though there 
may be non-pecuniary reasons for desiring to promote the new type of pro¬ 
duction. 

t Except under the conditions already outlined. In so far as conditions of 
decreasing costs prevail independently of further technical improvements 
requiring addition^ saving and investment to put them in operation, however, 
real incomes can increase without this additional saving and investment. 
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serious, more or less protracted declines in the current volume of 
general business activity, and hence in the volume of employment, 
and to all the other tragic, wasteful consequences which follow thereon. 
Once such excesses have taken place on a substantial scale, however, 
little can be done to moderate the painful readjustments and losses 
which must eventually ensue. The only sure cure is prior prevention. 
It is therefore simply not true, at least in modern societies, that unlimited 
saving by the society as a whole is a virtue. Whatever its moral benefits 
to the individual, the process of saving and investment is economically 
beneficial only within the limits already indicated. Beyond those 
limits, further saving and investment must produce serious individual 
and social loss.**** 

The evil consequences of excessive saving and investment can 
seemingly be evaded, it is true, if the new investment is financed 
directly or indirectly through the creation of additional media of 
exchange, especially through bank loans. The additional money pro¬ 
duces the illusion that the new investment is being secured painlessly, 
since the prior contraction of consumers’ money outlays on consumers’ 
goods, which voluntary new saving entails when the supply of money 
is invariable, is here unnecessary. On the contrary, the disbursements 
made to pay for the new equipment, in which the new investment is 
embodied, actually increase both the money and the real volume of 
consumers’ total current outlays. They thus also provide the added 
purchasing power necessary to carry off without price reductions, at 
least for a time, that additional output of consumers’ goods and services 
which is the final product of the new investment. This rising spiral of 
expansion can evidently continue for a substantial period, and with 
a misleading appearance of stability, provided the creation of new 
money, the volume of new investment, the direction of consumers’ 
outlays, and the character of the aggregate physical output, are all 

* It should be understood that keeping the volume of new saving and invest¬ 
ment within these limits does not debar continuous technical and material 
progress; it will merely prevent wasteful saving and investment, and thus 
prevent loss to the society. As existing plant and equipment wear out, new 
equipment embodying technical improvements can be steadily substituted, the 
improved equipment being bought with the funds accumulated to replace 
the old. Here no new saving and investment at all are required, unless to the 
extent that the new equipment costs more per unit of output than the old. 
Meanwhile technical practice improves, physical output increases as costs 
fall, and the real national income rises, although the money volume of 
sales of finished consumers’ goods and the national money income remain 
constant. 
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roughly in balance.* But eventually, at any one of a number of places, 
a break must come in the spiral. Dwindling gold reserves, unwillingness 
of the banks to absorb more securities, failure of consumer outlays to 
harmonize with the directions and quantities of current output—any 
one of these factors or others may stop the expansion. Then comes the 
smash; and the higher the flight before, the harder the fall now. The 
present business situation in the United States is a precise illustration. 
I think the post-war American financing of excessive investment 
through the creation of additional bank credit—and that meant primarily 
the financing of excessive industrial expansion with bank credit—has 
been the principal cause of the present acute American depression. 


§7. CAN CURRENCY AND NEW SAVING AND INVESTMENT BE 

CONTROLLED ? 

The two main sources of large (short-run and middle-period) fluctua¬ 
tions in general business activity are thus, on the view here presented, 
fluctuations in the net available quantity of cash and bank deposits, 
and excessive volumes of new saving and investment. To these two 
sources, I think, all others are subordinate. Under our present general 
form of economic and political organization, can they be controlled? 
With respect to the first source, an affirmative answer can be given; 
with respect to the second, an answer which is at least not negative. 

In the United States, under ordinary conditions, the principal 
source of variations in the aggregate supply of media of exchange is 
of course bank deposits. To keep the volume of bank deposits at 
substantially the levels indicated in earlier paragraphs, it is principally 
necessary only to control the aggregate size of the Federal Reserve 

* Under these conditions, who does the “saving'' which the new investment 
embodies ? To take the extreme case, suppose that all the new investment is 
originally financed, directly or indirectly, through new bank loans, with no 
prior voluntary saving by individuals or groups from current income; and 
suppose also that prices remain substantially constant. This process can con¬ 
tinue for some time, as long as the general balance referred to in the text is 
approximately maintained. While it continues, there is no true present saving 
at all. The new investment is achieved solely by mortgaging the future. But 
when trouble begins to develop, and the banks begin to contract, the post¬ 
poned burden of making new saving impinges with sudden and often disastrous 
force. It falls initially on the borrowers, and in so far as they become insolvent, 
on the lenders—who loaned that which they did not have, and must now 
save it. Evidently much of this new saving is likely to entail paying for horses 
already deceased. 

c 65 



ECONOMIC ESSAYS IN HONOUR OF GUSTAV CASSEL 

member banks’ reserve balances* in ways already familiar. By refusing 
to rediscount, at one extreme, and by heavy open market purchases 
at the other, the Reserve Banks can, if they choose, come reasonably 
close to controlling the size of their members’ reserve balances.f 
Through this control of reserve balances, aggregate bank deposits can 
be made to move in substantially the narrow paths already outlined. 
Apart from the effects of new saving and investment, a reasonable 
degree of stability will then follow in the aggregate volume of general 
business activity.J 

To keep new saving and investment within anything like the limits 
suggested above is a far more difficult task. Even were adequate informa¬ 
tion available for determining the limits themselves,§ adequate tools 
for control are lacking. This must always be so, I think, as long as we 
retain any vestige of individual economy, of private property and 

* With allowance, however, for shifts of deposits from one class of deposits 
to another, and from one reserve-ratio class of banks to another. The effective¬ 
ness of this control would of course be increased, if our laws and Constitution 
were so changed as to make Federal Reserve membership mandatory for all 
commercial banks—though the dominance of the Reserve system makes this 
step not essential. Federal incorporation would probably also be entailed, and 
should then be required of all other types of bank as well, 
t With the exception that protracted large gold inflows may exhaust the 
Reserve Banks* ammunition for offsetting open market sales. Under such 
conditions the Treasury might be well advised to borrow from the Reserve 
Banks, even though it did not need the funds, giving in return documents 
which the Reserve Banks could sell in the open market. Or the Reserve Banks 
could be empowered to create and sell their own paper for the purpose. In 
either case the cost would be far less than the real gain to the country from 
monetary and banking stability. 

In times of general business depression such as the present, the central 
institution may of course be entirely powerless to bring about an expansion 
of the member banks* own deposits; its efforts may merely, as now, serve to 
increase their surplus reserves. The solution for such a situation must be 
prevention rather than cure—prevention, that is, of that past over-expansion 
of deposits which is nearly always the cause of a present over-contraction. 

} Of course, shifts of demand from one type of product to another, and con¬ 
sequent shifts between industries in the volume of sales and of employment, 
with temporary losses, are unavoidable. The most that can be done is to secure 
approximate stability, with the modifications indicated elsewhere, in the 
national aggregates. 

§ In the absence of better data, the estimated long-run trend of economic 
growth—say 3 to 4 % compounded annually, for most western countries— 
can be used as a preliminary guide for establishing the maximum desirable 
volume of new saving and investment. It would then remain to determine, 
however, how large a volume of new saving and investment was currently 
necessary to maintain this rate of growth. Over time, there would also be 
danger of circularity in the procedure. 
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individual liberty of action. But the central banking authorities can do 
a good deal to help guide the course of events. They can control the 
current volume of new saving and investment to some extent by 
manipulating their discount rates.* In addition, what is far more 
important, by their control over the total volume of bank deposits they 
can completely control that pernicious operation, the financing of 
excessive investment through the creation of additional bank credit. 
It is from this last source that the worst evils flow, and probably the 
most seriously damaging fluctuations in general business activity and 
employment. The only sure cure is prevention. 

The practical conclusions to which the foregoing analysis leads are 
thus fairly simple. First, the principal sources of serious instability in 
general business, apart from seasonal fluctuations, are excessive varia¬ 
tions in the volume of bank credit, and excessive volumes of current 
new saving and investment. Of these two sources of disturbance, the 
first is far more important, since the most serious consequences of 
excessive saving and investment appear only when the excessive 
investment is initially financed in significant degree through the creation 
of additional money. Second, in countries where central bank action 
is or can be made reasonably effective, the central bank can substantially 
stabilize the volume of bank credit by using tools already familiar, 
allowing it to vary only in the ways previously outlined. Excessive 
contraction of the supply of bank credit cannot be rectified by central 
bank action alone, it is true, but over-contraction can be largely prevented 
through the prevention of prior over-expansion. Third, excessive saving 
and investment can be greatly reduced through central bank action, 
though not entirely eliminated; and their most serious consequences 
can be avoided simply by controlling the quantity of bank credit. 

I thus believe that proper manipulation of the monetary and 
financial mechanism can be made to produce a reasonable degree of 
stability in general business conditions; and indeed that, with the 
general social and legal philosophy now characteristic of countries such 

* Control over the total quantity of bank deposits will prevent low discount 
rates from leading to inflation of current business activity. 

So far as concerns the short-run contraction in the supply of money cur¬ 
rently available for expenditure on consumers* goods, which an increased 
volume of voluntary new saving entails, an omnipotent monetary authority 
would largely offset these effects by expanding the supply of money when 
current new saving exceeds current new investment, and conversely. 

It should be noted that the correction of too small a volume of current 
new saving and investment does not seem to be as serious or at least as frequent 
a practical problem; it usually arises only in consequence of a prior excess. 
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as the United States, enduring stability can be secured only through 
such manipulation.’*^ Much patient and courageous work is still needed, 
but the economic institutions and relations involved are after all man¬ 
made things, and can be very largely controlled by man. Instead of 
being left in the main to accident and chaos, as we now leave them, 
they should be operated with carefully selected long-range objectives 
in view. It seems certain that they can then be made to yield a far 
larger total of human welfare and happiness than we now obtain 
from them. 

• I do not mean by this to deprecate the merits of intelligent systems of 
planning applied to the directions and physical quantities of output, but only 
to question the breadth of range, and therefore the effectiveness, of the joint 
planning which such laws as those now in force in the United States will 
permit. In a society where law and the prevailing social and economic philosophy 
makes deliberate control easier than it now is in the United States, this type 
of planning and the monetary measures outlined above would presumably go 
hand-in-hand. 
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SOME REFLECTIONS ON THE THEORY OF 
FOREIGN EXCHANGE 


SVEN BRISMAN, University of Stockholm 

One of the greatest advances in recent years in the monetary theory 
is the abolishment of the conception “general price level,” or, more 
briefly, “price level” or “price system,” as it also used to be called. 
At the present time we find it difficult to understand how science 
could so long operate with a conception of this kind, as it is purely 
formal and has no correspondence in real life. If anything like a general 
price level really existed, a special theory of the value of money would 
be superfluous. It is only because there are several kinds of price levels, 
each affected differently by a change in economic life, that such a theory 
is needed. 

Now we have at least reached a point where, in certain cases, two 
different price levels are used, viz. those of wholesale prices and cost 
of living. The wholesale price index is usually taken to express the 
changes in the value of money. But all existing wholesale price indices 
are useless for exact analyses, being but miscellaneous agglomerates, 
and serving no definite purpose. Cost of living indices are by far the 
better indicators of the purchasing power of money, but they too are 
insufficiently differentiated. 

In the theory of foreign exchange we need above all to conceive 
of two new price levels, viz. one for foreign trade commodities, and 
one for effective costs of production. If need be, certain wholesale 
price indices might be made use of instead of the first, but we must 
bear in mind that even the best of these indices include quotations 
for commodities that are not priced in the world market. This applies 
at all events to the vast majority of wholesale price indices. 

As regards costs of production the position is worse still. No costs 
of production index exists, and would, moreover, probably be im¬ 
possible to compute, as it would be necessary in determining any 
changes to take into consideration not only wages and interest, but 
also changes in productivity, and these cannot be estimated numerically. 
For short periods involving no great changes of productivity a weighted 
index of wages and interest might suffice. The rent is generally so 
small that it need not be considered as a factor of cost in international 
competition. In respect of long periods, however, we must content 
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ourselves with estimating the costs of production; we can always form 
an approximate idea of them as expressed in the ability of different 
countries to compete in the world market. Occasionally the cost of 
living index is also used, but it is unsatisfactory for this purpose and 
has only an indirect influence on the rate of exchange. 

1. There can be no question of dealing here with the whole ex¬ 
change problem. It will be sufficient to discuss the most simple instance, 
viz. when an inflation occurs in one gold standard country, while all 
the price levels in other gold countries remain practically constant. 
This is generally expressed by saying that the “price level” in that 
country rises. Its products would then become dearer than in the 
world market, with consequent increase of imports, decrease of exports, 
and lack of foreign exchange. 

But by the Law of Indifference this is impossible because, apart 
from temporary disturbances, there can only be one price in the world 
market for a certain commodity. Foreign trade commodities cannot rise 
in price as long as the gold standard is adhered to. Taking Sweden as 
an instance, we cannot charge more for our goods than other countries 
do, nor do we pay more for our imports than their price in the world 
market. What actually happens is probably: 

{a) The inflation increases our purchasing power. This leads to 
a direct increase of imports and reduction of exports. 

{b) The boom caused by the inflation raises the costs of production. 
Wages, which are by far the largest item, rise without any 
corresponding increase of productivity. We therefore become 
less able to compete with other countries. The higher wages 
also lead to increased cost of living, which again assists in 
keeping the wages up. 

2. We will consider this last point a moment. It is commonly said 
to be a universal law that inflation will raise wages more slowly than 
the “price level.” But this does not by any means always apply. In the 
case discussed here, where the inflation comes from withiny there is 
every reason to suppose that wages will rise more than the price level, 
whatever meaning we give to that conception. This will be most obvious 
if we compare the wage level with the price level of foreign trade 
commodities. The latter will remain unchanged while the wage level 
rises. The same sort of thing applies to the cost of living too, however. 
Its rise is in the main a consequence of the rise of wages, and many 
items of foreign trade are included in it. 
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Apart from the hypothetical instance of an isolated country, the 
current idea of the Lag of Wages is tenable only when the rise in prices 
comes from without. From the point of view of one particular country 
adhering to the gold standard, this will happen when the international 
gold price level rises. And under normal conditions that is the only 
time when it does happen. 

Usually, the above distinction is of slight practical significance. 
But with a free currency the matter is different. An internal inflation 
is then not an unusual first cause. The foreign rates of exchange will 
then rise owing to the increased purchasing power caused by the 
inflation, and the prices of foreign trade commodities will follow suit. 
But simultaneously and independently of this, wages will rise because 
of the inflation. If, on the other hand, a rise in the rates of exchange 
is the first cause, the prices of foreign trade commodities will go up 
first, and the rise of wages will follow as a sequel to this. In view of 
the inertia of wages it cannot be said for certain that in the first case 
(internal inflation) wages will rise more rapidly than the prices of 
foreign trade commodities. But it is quite certain that wages will then 
be affected far more strongly and quickly than when the rise comes via 
the rates of exchange. At the time immediately following the currency 
crisis of 1931 a lively discussion took place in Sweden on the question 
whether the advance in prices desired by most political economists 
should be achieved by means of a diseount and credit policy, or by 
directly affecting the rates of exchange. What was wanted was higher 
commodity prices without any appreciable change in cost of living and 
wages. Certain economists then overlooked the fact that this could 
only be achieved by a primary rise of the rates of exchange and not, 
or rather not to the same extent, by a primary internal inflation. 

3. The above parenthetical argument is perhaps rather long, but 
it may serve to throw light on the importance of clearly discriminating 
between different kinds of price levels. 

We will now resume the general argument. This had been brought 
to the point that an internal inflation had, without changing the prices 
of foreign trade commodities, disturbed the balance of trade so much 
that the gold standard had had to be abandoned. 

4. Subsequent events are often presented in the same way as the 
origin of paper currency. Inflation is supposed to cause a continued 
rise in the price of home products, thus making these less able to 
compete in the world market. The above objections against this view 
can be advanced. The costs of production will rise in consequence of 
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the inflation, to some extent the cost of living too, but foreign trade 
commodities cannot rise more than the rates of exchange permit. It is 
thus not the rise of the “price level” that makes the rates of exchange 
go up. This is due to other causes, and the rise of the “price level” 
will then be a consequence of the rise in the rates of exchange, not the 
cause of it. 

5. Let us now suppose that the inflation stops. That would bring 
us to the decisive question of a state of equilibrium between Sweden 
and the gold countries, or, in other words, to the conception “price 
parity” or “parity of purchasing power.” That theory originated and 
was first developed in Sweden, where it was already fairly well known 
before the devaluation of Swedish currency in 1777, i.e. before it was 
explained by the Bullion Committee in a more scientific manner. 
In its simplest form it says that equilibrium obtains when the rates 
of exchange and the price level vary in the same ratio. If prices were 
doubled, the rate of exchange would also be doubled, and so on. 
If not, there is under- or over-valuation, always provided that the gold 
price level remains constant. If this changes, the equilibrium of the 
currencies must adjust itself accordingly. It is always determined by 
the relation between the gold price level and the home price level. 

For three reasons, however, this argument is untenable. 

(a) Tariffs and trade barriers may change the equilibrium. The 

price level in a country with a free currency may quite 
possibly be doubled, and equilibrium nevertheless obtain at 
unchanged rates of exchange, etc. During the war we saw 
some striking examples of this. 

(b) The classical explanation is as follows. The price level in a 

country has risen to double the gold price level. The rates 
of exchange are also doubled, and there is thus equilibrium. 
Assume now that the gold price level begins to rise. In the 
country with paper currency the foreign rates of exchange 
will then drop; if the gold price level doubled, the exchanges 
in the country with paper currency would return to par. 

Experience since the 1920 crisis has proved, however, 
that this is not always, perhaps not even generally, the case. 
Changes in the international price level may just as likely 
affect the price level in the country with paper currency 
directlyy making it rise or fall at the same rate while the 
rates of exchange remain unchanged. 
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(c) What is decisive, however, is that the relation between the 
“price levels’’ cannot be made a basis for determining a state 
of equilibrium. As far as foreign trade commodities are 
concerned this is obvious, as the rates of exchange are in¬ 
cluded in their prices. This also applies, generally speaking, 
to the ordinary wholesale price indices, though with the 
difference due to the fact that they so to speak are neither 
flesh nor fish. Cost of living indices are slightly better, but 
apart from being largely made up of foreign trade com¬ 
modities there is also another reason why they cannot be used. 

Obviously, the condition for equilibrium must be that 
the paper currency country is competing with other 
countries on level terms. If its ability to compete is dimin¬ 
ished, the rates of exchange will rise, and vice versa. But the 
cost of living level says nothing about ability to compete. If 
it rises, this may be due to increased productivity, and the 
ability to compete will then be unchanged. The “price 
level” is thus worthless as a standard of comparison, and the 
expressions “price parity” and “parity of purchasing power” 
are therefore unsuitable. 


We thus come to the conclusion that equilibrium consists in 
balance between the rates of exchange on the one hand and the inter¬ 
national competitive power of the paper currency country on the other. 
The latter is determined by the effective costs of production in the 
paper currency country compared with the same costs of production 
in the gold standard countries, the mutual competitive power of 
which equilibrate. If we abbreviate the expression for the costs 
of production in the paper currency country to Icp (internal costs of 
production), and the costs of production of the world market to Gep 
(gold costs of production), and call the rate of exchange for the gold 
currencies in the paper currency country Re^ equilibrium will obtain 
when 


Re== 


Icp 


The formula for undervaluation will be: 


Re > 


Icp 


c# 
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and for overvaluation: 


Re < 


Icp 

Gcp 


For reasons given jd^ove, however, the effective costs of production 
cannot be determined statistically. We must consequently give up any 
idea of a numerical expression for the state of equilibrium. Such an 
expression might possibly be formulated for a restricted comparison 
between a couple of countries during a short period, but for general 
application it is impossible. We must therefore content ourselves with 
probabilities. 


A categorical form has, for the sake of brevity, been given to the above 
reflections. Actually, they are hypotheses, and rather uncertain ones 
at that. They have been outlined here from a conviction that these 
questions must be raised for renewed discussion in the light of ex¬ 
periences since the beginning of the crisis in 1920. 
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THE PROPOSAL FOR A COMPOSITE 
COMMODITY CURRENCY 


J. M. CLARK, Columbia University, New York 
I. FOREWORD 

The part played by the recent great fall in price levels in deepening 
and prolonging the present world depression has lent added interest 
to plans for stabilizing prices. One of these plans probably deserves 
more study than professional economists have been inclined to give it, 
namely, the plan for replacing a currency based on a given weight of 
one metal by one based on given physical quantities of a composite 
list of commodities basic to industry. The present paper is an examina¬ 
tion of this plan, with reference to its adoption by the United States 
of America, though the international aspects of the proposal cannot 
be wholly ignored. 

The plan is advocated, partly as a means of stabilizing price levels, 
and partly as a direct antidote to the evil effects of overproduction 
through the additional market it is expected to afford for basic com¬ 
modities. Some advocates also consider that it would afford a more 
direct and less wasteful system of distribution for these products. 
With regard to these claims, the present paper reaches the following 
conclusions: (i) The plan could be operated so as to produce some 
degree of price stabilization, but would be less exact and more cum¬ 
bersome and expensive than, for instance, some plan built on the 
principle advocated by Irving Fisher. (2) It would have certain effects 
on the demand for the commodities used as money in various stages 
of the business cycle, but whether these effects would make for useful 
stabilization or not is difficult or impossible to predict. (3) The idea 
that it would furnish an unlimited demand serving as a guarantee 
against the ills of overproduction is not to be taken seriously by 
economists. (4) The idea that the plan would simplify the machinery of 
distribution is also without foundation. (5) A further conclusion is that 
the plan would complicate the international exchanges even, if adopted 
universally. 

2. essential character of the plan 

The central features of the plan are as follows. There is to be made 
up a list of durable staple commodities, such as iron, copper, silver, 
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oil, coal, cotton, and the like. The dollar would then consist of a com¬ 
posite bundle containing a certain quantity of each in a proportion 
based upon its economic importance. One suggested basis is the 
amount of each commodity consumed in the past five years, but this 
raises some difficulties in such cases as cotton and rubber. 

The government would establish the equivalent of free coinage of 
these composite commodity units into dollar certificates, in essence 
as it now does with gold. The fixing of prices for particular commodities 
is no part of the plan. Dealers would bid for the single commodities 
in open markets, as their own self-interest might dictate, and would 
offer composite bundles of them to the government in exchange for 
dollar certificates, or offer dollar certificates to be redeemed in com¬ 
posite bundles of commodities which they would sell, according as 
their self-interest might dictate. 

So far as single commodities are concerned, the government is not 
obligated to take any particular quantity of any commodity, nor at any 
particular price. If it takes more cotton, it must at the same time take 
more coal, more iron, more silver—^in short, more of every commodity 
in the list. A surplus of one commodity in any given year, beyond its 
customary quota, would have no effect on the relative amount of that 
commodity which the government would take in that year, though if it 
persisted it would presumably cause an ultimate revision of the quotas. 

There would, in setting up this plan, necessarily be an initial 
period in which the new money was being substituted for the old to 
an amount sufficient to carry on the nation’s trade, and the correspond¬ 
ing commodity reserves were being accumulated in the government’s 
hands. This could not be done instantly, as the quantities involved 
would be so large. As we shall see, they would probably amount to 
something like a full year’s output of most of the goods in question. 
The government’s gold, also, could hardly be disposed of instantly. 
If it were done at all quickly, the government or the holders of gold- 
standard currency would have to take a heavy loss in terms of com¬ 
modity value, while the world price level in terms of gold would be 
revolutionized upward. Assuming these problems to be met, there 
would follow the period of normal operation of the plan. Its permanent 
effects must be judged by the conditions existing in this normal 
operating period. 

This, then, is the plan we are considering. 

In order to understand this plan and judge its results it is necessary 
to know something of the nature and volume of the commodities 
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which would be involved. It requires little study to show that practical 
difficulties would prevent the list of currency-eligible commodities 
from being a comprehensive one, with the result that the stabilization 
of the average price level of this list would be far from the same thing 
as stabilization of commodities in general, or even of basic materials 
in general. 

No other important commodity is as durable as gold: all or most 
of the principal ones would have to be disposed of and replaced at 
varying intervals in order to avoid undue deterioration. This would 
not be an insuperable obstacle to the use of the plan, but it would 
increase the cost of it; and many commodities would be debarred 
because the cost and deterioration would be prohibitive. Others would 
be debarred for lack of standardizable quality. Commodities which 
are wholly or mainly imported are hardly suitable, since their inclusion 
would do nothing directly to stimulate or stabilize domestic production. 
This last consideration would rule out rubber, even if it were eligible 
on grounds of durability. 

Cotton could perhaps be included, and probably wool, but not 
hay, vegetables, or fruits. Wheat and corn could only be included 
at heavy cost in deterioration and lack of certainty as to the precise 
quality one would receive in exchange for a dollar. In fact, farmers in 
general, constituting one of the largest classes of industries suffering 
from overproduction, would receive comparatively little from the plan, 
either by way of direct benefit through a government market for their 
produce or indirect benefit through inclusion of this produce in the 
list of commodities whose average price level is to be stabilized. 

As for coal, most of the coal mined is bituminous, and is too perish¬ 
able and too variable in quality to be successfully included, even if the 
government should turn over its whole supply every year, by simul¬ 
taneously buying and selling in the open market and taking whatever 
loss resulted from the deterioration due to a year’s storage. Even with 
anthracite there would be a loss of this character to be borne. And the 
inclusion of anthracite would be of little aid to miners of bituminous 
coal, where the acute distress exists at present and where the per¬ 
manent difficulties of stabilization are to be found. From the standpoint 
of valorization, the plan includes cotton, which needs it, but would 
be forced to leave out other products which need it just as much; 
it would be forced to leave out bituminous coal, which needs it, while 
including anthracite, which does not. 

A session with the Statistical Abstract is enlightening, even without 
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the extensive research which would be necessary to resolve all doubts 
as to the eligibility of the various commodities. Those clearly eligible in¬ 
clude, roughly in order of importance, metallic mineral products, crude 
petroleum, cotton, sugar, selected chemicals, anthracite coal, and wool. 

Other commodities which might possibly be included are: a few 
types of particularly durable lumber, turpentine and rosin, and some 
of the non-metallic minerals not glready included under the “chemicals” 
group, though the large group consisting of cement, brick, stone, sand, 
clay, and glass would not be very desirable for this type of use. In all, 
a liberal estimate of available commodities might include a normal 
annual flow of production or consumption amounting to not more 
than seven billion dollars, at pre-depression values. The list would be 
dominated by oil, iron, cotton, sugar, anthracite coal, and possibly the 
chemicals group, amounting between them to over five billion dollars 
annually. 

In other countries than the United States, the corresponding lists 
would be different, both as to the proportions of different groups of 
goods, and as to the particular grades or varieties included in each 
group. An international standard of this composite-commodity type 
is not possible. 

With the goods in this list we are to replace our currency, amounting 
to between eight and nine billion dollars, or nearly six billions if 
Federal Reserve notes and bank-notes are excluded, and allowed to 
remain as at present. This seems the most practicable course, and the 
following argument will assume that it is followed. The amount of 
commodities needed might be reduced if they were used as gold now is 
and made the basis of credit currency instead of certificates; that is, 
if the commodity reserves were smaller than the number of certificates 
issued. The government would be strongly tempted to follow this 
course when it came to redeeming the present credit currency, to 
avoid the necessity of paying out some hundreds of millions it does 
not possess. We may conclude, then, that to replace the existing 
volume of currency would require something less than a normal year’s 
production of the eligible commodities, and much less in the single 
case of cotton, of which production is much larger than consumption. 

3. PERMANENT OPERATION OF THE PLAN 

Would this plan stabilize the price level? The present writer will 
concede that it would stabilize the average price level of the currency- 
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eligible commodities; but this list is so limited that this would be very 
far from general price stabilization, as already pointed out. Prices of 
other commodities in general would probably change less than they 
do now, and to that extent the plan would work in the direction of 
general stabilization. But the values of other goods are likely to change 
relative to those in the eligible list under the action of ordinary economic 
forces, and they may be subject to further relative changes owing to 
the action of the plan itself. These effects hinge on the action of the 
plan in absorbing and releasing commodities, and to this we may 
now turn. 

The most extravagant hopes of adherents of the plan rest on the 
idea that it would furnish an unlimited demand for the basic com¬ 
modities, taking all the producers could turn out, with no fall in the 
average price paid. This it would not do. What it might reasonably 
be expected to accomplish is to afford temporarily an added market 
at times of overproduction and threatened low prices, but the amounts 
of goods absorbed would come back on the markets in about the time 
required for added amounts of currency to find their way into general 
circulation. This might in itself exert some stabilizing influence on 
business, but it is subject to two serious qualifications. The list of 
commodities which would feel the temporary added demand is too 
limited to afford compr$?hensive relief, and the supplies temporarily 
absorbed might come back on the market long before a revival put 
the market in condition to absorb them; in fact, they might come back 
just when business was struggling to lift itself out of the depths of 
depression. 

These conclusions hinge upon one question of central importance, 
namely, how much of the various commodities would the government 
receive, under the natural action of economic forces as provided by 
the plan ? The natural conclusion is that the government would absorb 
these goods until its total holdings represented approximately the 
number of dollars required as currency under present conditions, 
and not permanently more nor less, though it might temporarily 
receive more in time of general overproduction or depression. This 
amount would, of course, show a long-term upward trend as the 
volume of currency now does, and to about the same extent. 

The obvious reason for this conclusion is that, if more goods were 
turned in and more dollars put into circulation, dollar prices of goods 
in general, including the currency-eligible list, would rise until it 
would be to the interest of the dealers to turn in dollar certificates in 
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exchange for commodities and sell the commodities in the open markets. 

Those who hold to the quantity theory of money will accept this 
proposition unqualifiedly. The advocates of this form of commodity 
dollar, on the other hand, hold the quantity theory to be discredited 
and hope for a large absorption of commodities without such a rise 
of money prices as would bring the process to an early end. 

This rests on the assumption that there would be automatic 
“sterilization,” that idle currency would pile up and that the people 
would put their savings in this form, representing claims to the goods 
held as currency reserves by the government. This amounts to assuming 
that the people in general would suddenly begin to prefer to keep their 
savings and investments in a form yielding no interest, while interest- 
bearing investments remain open. There is not the slightest reason for 
expecting this illogical and uneconomic behaviour, and nothing in the 
proposed plan tending in any way to bring it about. There would soon 
be irresistible pressure to invest these funds, which would shortly mean 
spending an approximately equal amount for capital goods. 

Some temporary sterilization of currency might, it is true, take 
place. Some of the currency would flow into bank reserves and the 
bankers might not at once use the full power of the expanding currency 
as a basis for expanding credit. But such a sterilization of reserves, 
on any large scale, would not last long. It might delay the rise of prices, 
but would not prevent it permanently. 

At present the government does not receive all the gold produced 
or received in the country each year, even omitting that which does 
not stay in the country. Part goes into the arts, and this part is deter¬ 
mined by the laws of supply and demand. Gold flows to the government 
until the competing value of gold for use in the arts outbids the govern¬ 
ment for the rest of the supply. The same forces would be at work 
under the proposed plan, with the exception that the amount of goods 
flowing to the government, once the currency reserves were built up, 
would be only a small percentage of the total annual production instead 
of a very large percentage as in the case of gold. The net inflow would 
be presumably in the neighbourhood of $180,000,000 worth per year, 
out of a total production of some seven billions.* This is because 

* The figure of $180,000,000 is taken as representing approximately 3 % 
of our normal currency supply, the figure which the League of Nations* gold 
survey takes as necessary to maintain price stability in the face of the normal 
annual increase in the volume of trade. Our gold supply is now, in all proba¬ 
bility, abnormally large, so that we are not likely to need more than this 3 % 
in the near future, and more probably less. 
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currency uses would not permanently absorb much more than this 
without an increase in prices. In other words, the government would 
not afford a market for more than a very small proportion of the annual 
output of any one commodity, or of all of them put together. And 
what it did absorb would be at least partly at the expense of the pro¬ 
ducers of gold, and would therefore not be a clear net addition to the 
national volume of employment and production. 

The essential point is that the plan would not, as its adherents 
hope, afford a system whereby every producer—not even every pro¬ 
ducer of currency-eligible goods—could automatically coin his goods 
into money and use the money to pay his workers and meet his other 
expenses of production. Most of the producers would have to get the 
money for these purposes in precisely the way in which they do it 
now, by selling their products to private individuals or business enter¬ 
prises who want them for the regular purposes of private use. The 
amount the government would permanently absorb would have no 
relation to the excess of producing power above consuming power, 
being limited by an entirely different set of forces. 

Quite independently of this point, it should be self-evident that 
so far as single commodities are concerned the likelihood of overproduc¬ 
tion remains substantially as it is now. If any one basic commodity is 
produced in disproportionate amount in any one year, the plan clearly 
offers no market for the surplus. The government can take only the 
same proportion of this commodity as of all the others. The present 
difficulty of the producer in such a case is not in being unable to sell 
his commodity at all, but in being unable to sell it at a price which 
will reimburse him for the expenses of production. If such a surplus 
of one commodity were to flow into the type of market afforded by the 
commodity-currency brokers who would arise under this plan, the 
price would be likely to fall even more sharply than at present, since 
there is an absolutely fixed limit to the proportion of that particular 
commodity of which they can dispose to the government. The natural 
outlet for the inevitable surpluses would be through the present type 
of channels, with the present type of result, namely, a sharp fall in 
prices, disastrous to any producers who have overproduced a com¬ 
modity, especially one of relatively inelastic demand. Such producers 
would then have to curtail operations, just as now, if they were in a 
position to do so. 

If there were a general overproduction of the basic commodities 
in the currency-eligibility list, there would still not be the relief expected, 
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though there might be a temporary cushioning of the shock. The 
government would absorb increased amounts of commodities, issuing 
currency notes in exchange. This would have a twofold effect. The first 
effect would be to take the oversupply of currency-eligible goods off 
the market. This would sustain the prices of these goods; but if over¬ 
production were general, it would leave other goods to decline in price. 
This part of the effect would be essentially that of a valorization scheme 
automatic in character, more general than any previous scheme, but 
applied to a list of commodities chosen without reference to their need 
for this stimulus. 

The second effect would be the chain of events resulting from 
putting more money into circulation. Just what would happen is not 
easy to judge with confidence, because we have little or no experience 
of large expansions of the currency at a time of depression, when the 
currency we have is not being utilized up to its capacity. The effect 
might depend on whether specific measures were being taken to 
activate the sluggish lending-power of the banks—for example, by 
loans to finance expansions of public works, and so push the added 
currency into active circulation. Without such measures, the increased 
currency might take longer than usual to find its way into general 
circulation and raise general prices. Ultimately the rise would come, 
and would affect all commodities; but in the initial stages it would 
probably be more strongly felt by some than by others, according to 
where the funds first flowed. They would be likely to take effect on 
security prices before they were diffused among the general com¬ 
modity markets. When this final diffusion happened—whether sooner 
or later—the prices of the currency-eligible goods would rise with the 
rest. They had been prevented from falling in the first place, and when 
they rose the dealers would turn in currency to the government and 
take out goods until most of the goods that had been locked up since 
the advent of overproduction were turned loose again in the channels 
of trade. Thus the locking-up of additional goods in government 
storage would come to an automatic end, and the prices of these par¬ 
ticular goods would return to a normal relationship to the prices of 
goods in general. 

If the markets lagged in reabsorbing these currency-goods, their 
prices could not fall (on the average) beyond narrow limits. Instead, 
the currency would simply remain redundant and prices of other 
goods would rise, leaving the currency-goods behind. Then the demands 
of trade would call for more currency than before, and by just so much 
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the goods originally absorbed by the government would stay absorbed 
for a while longer, until the price-relationships of different groups of 
goods returned to normal. Until then production of the currency- 
eligible goods would be relatively depressed. 

But there would be no progressive absorption. Excess supplies 
would have to be disposed of or held over in the business system itself^ 
probably within the length of one full business cycle. As these cycles 
average about forty months in length in the United States, this puts 
a fairly definite limit on the government’s absorption of goods produced 
in excess of normal demand. In the end, the producers of the currency- 
eligible goods might suffer, and might have to curtail output later 
instead of sooner. 

In the meantime both the absorption of goods and the alteration 
of the course of price movements might, on the whole, be good for 
business. Or they might not. The effect might be in the general direc¬ 
tion of stabilization, not only of prices but of productive activity and 
employment; but some of the movements might happen to be timed 
so as to produce the opposite effect. 

The essential thing is that industry would not be freed, except 
partially and temporarily, from the necessity of disposing of its own 
products through its own channels. And if these channels would not 
absorb the amounts produced, there would be curtailment and unem¬ 
ployment, which would proceed in a vicious circle as they now do: 
demand shrinking because people are unable to buy, people unable to 
buy because they are out of work, and industry unable to give them 
work because demand has shrunk. 

And even the indirect benefits of general price stabilization could 
not be expected from the plan with any certainty for the reason that 
the list to be stabilized could not be made representative of com¬ 
modities in general. We have seen that there is still reason to expect 
some alternate rise and fall of general prices, the currency-eligible 
list being now at an advantage and now at a disadvantage as compared 
to others. And since the war we have seen that these discrepancies in 
the movements of different groups of goods can be very large. It also 
remains true that, in the case of any and every single commodity, 
the producers would be liable to a disastrous fall of the price if they 
carried production too far, just as now, and would have the same 
motive to limit production, or run the same danger of loss if they were 
unable to limit it. 
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4. THE TRANSITION PERIOD 

The above argument deals with what would happen after the govern¬ 
ment’s commodity reserves were built up. During the transition 
period, when the reserves were being built up, there would be a great 
and unhealthy increase in the total demand for currency-eligible com¬ 
modities. Nearly one full extra year’s production would be crowded 
into the three years, or five years, or whatever period it took to make 
the shift in currencies. 

It might be argued that the increased demand for the currency- 
eligible commodities would not equal the full amount taken by the 
government, because to some extent the market would accept these 
stocks of goods as potentially available, and substitutes for goods 
stored elsewhere, and therefore would not find it necessary to keep 
such large total stocks in private hands. However, this neutralizing 
influence is not likely to be very substantial. In fact, it would probably 
amount to nothing at all, because these goods absorbed by the govern¬ 
ment would not be actually available to meet the needs of industries. 
A general shortage of this list of goods, expressed in a general rise 
of their prices, would have power to draw these goods out of govern¬ 
ment safekeeping in the legally fixed proportions, which would never 
be the precise proportions in which industry had need of them. But 
the fact that one industry wanted more cotton would not by itself 
be enough to enable it to get cotton from the government currency stocks 
—^the government offering composite bundles of goods or nothing. 
Thus it seems probable that the government reserves would not relieve 
private producers of the necessity of keeping stocks of the usual size. 
They would then be a clear addition to the stocks the nation would 
have to keep. 

There would be, then, a great stimulation of the production of 
these particular goods; but it would be of a temporary character, 
ceasing almost entirely as soon as the reserves were built up. Such 
a temporary stimulus is just the kind of thing which invites the evils 
of “overproduction” as soon as the stimulus is removed and producers 
must learn to get on without it. It is not a thing to be desired, even 
from the standpoint of avoiding overproduction. 

This transition period would also witness the distribution of most 
of the gold this country now holds. The effect of this on world levels 
of gold prices, and the resulting disturbances of foreign exchanges, 
would be not the least of the effects of the plan, and would be too far- 
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reaching to consider in detail in this limited study. They would react 
on our domestic conditions, and might well add serious elements of 
additional strain and disturbance to our own business cycles during 
this period. 

5. EFFECTS ON THE SYSTEM OF MERCANTILE DISTRIBUTION 

One further claim has been made for this plan, namely, that it would 
“eliminate the selling operation from the distributing process,*’ and 
thus avoid the enormous cost of selling, and vastly increase the efficiency 
of the economic system. As to this claim, the high costs of selling which 
are referred to certainly exist in the more extreme cases; but they are 
for the most part the costs of selling finished products to the consumer^ 
not the costs of wholesale distribution of durable and standardized 
staples such as would be suitable for money use under the proposed 
plan. These highest selling costs would in no way be avoided by this 
plan. Furniture, dry goods, and groceries would still have to be distri¬ 
buted to the consumer; and the plan does nothing to reduce the present 
costs of this operation, which are admittedly a serious matter, and 
involve much waste. 

In the second place, even for the commodities eligible for money 
use, the plan would not, as we have seen, set up a substitute for the 
present system of distribution, since the government would absorb 
only a small part of the annual output of these commodities. The rest 
would have to find its way through private channels as at present. 
What the plan would do would be to increase somewhat the costs of 
distribution by adding a system involving vast amounts of additional 
storage, with its operating costs and costs of deterioration, and with 
at least two classes of brokers to be supported. 

The producer of cotton, for example, would market his crop as at 
present. If one of the dealers into whose hands it came chose to use the 
government channels to dispose of it, he would seek a broker specializing 
in cotton, who would buy it. This broker, in turn, would seek a broker 
of another class, who would make a specialty of making up composite 
bundles of rights to all the commodities in the list, in the proportions 
necessary to turn in to the government in exchange for dollar certificates. 
There would probably be also a third class of brokers, dealing in odd 
lots, to whom brokers of the second class could dispose of any surplus 
they might have of one or more commodities, not matched by the 
necessary amounts of the others, or from whom they could buy any 
small amounts not forthcoming from the brokers of the first class. 
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This sketch is to be taken merely as suggestive of the kind of 
specialization which would be likely to arise, not as defining precisely 
this particular classification as the one which must inevitably come to 
pass. The essential point is that there would naturally be a rather 
elaborate system of brokers, and their functions would not be costless. 
The cost would probably not be very high, as such brokers could deal 
on fairly narrow margins. But the net effect of adding this system to the 
present scheme of wholesale distribution would certainly not be to 
reduce the total cost of the whole structure. 

6. INTERNATIONAL ASPECTS 

Like various other currency plans, this one would raise special difficul¬ 
ties if adopted by one large nation alone, since the gold flowing out 
to the rest of the w’orld would bring about a revolution in prices. 
Yet international adoption of the plan also appears peculiarly difficult— 
in fact, impossible in the sense of the adoption of a physically identical 
standard by all countries. This being the case, it would be impossible 
to establish parity of the exchanges within such narrow limits as are 
afforded by the gold-shipping points under a freely-acting system of 
gold standards. Furthermore, one can hardly imagine what system for 
settling international balances could be set up if the nations in general 
were to adopt a composite-commodity currency. In the present state 
of international commercial relations the idea of settling balances by 
shipping composite bundles of basic commodities is merely grotesque. 
What would presumably happen would be quite wide fluctuations in 
the international exchanges, and a greatly increased reliance on securities, 
or on mere credit transfers, for the adjustment of temporary balances 
in one direction or the other. The certainty and definiteness that 
attends a shipment of gold between gold-standard countries would 
have disappeared. 


7. CONCLUSION 

The crucial points of the argument have been sufficiently reiterated 
from different angles, so that further repetition would be needless 
and wearisome. Suffice it that we have shown that the proposed plan 
would not open up a great new demand for all the goods that might 
be produced, but a demand strictly limited, and at least partly offset 
by a decline in the demand for gold. Overproduction would still, 
aside from temporary relief, have to be disposed of in the private 
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markets; and if they would not take the goods, curtailment of output 
would have to come, sooner or later, for essentially the same reasons 
as at present. 

The plan also has some interesting possibilities as a shock-absorber 
of a temporary sort; but there seems to be no assurance that it would 
be timed correctly. And it would afford temporary relief and limited 
valorization to a list of commodities selected without reference to their 
need of it. On these grounds, and not because the more extreme claims 
of its advocates are valid, the principle involved probably deserves 
more serious scrutiny than it is likely to receive. While a stabilized 
dollar of another sort would probably render the main service of which 
this plan is capable, there are certain features of the action of this plan 
which would not be found in mere price-stabilization plans as such. 

Features which have been barely mentioned arc the cost of the 
plan, including a constant burden of deterioration in the commodities 
in storage, and the violently disrupting effects of throwing our vast 
gold supply on the world market. If the plan would do what is claimed 
for it, it would be well worth these costs. But it has been sufficiently 
shown that it would not do what is claimed for it; that its possible 
benefits are of a different and a lesser sort and balanced by uncertainties 
and positive dangers, so that the large and certain costs may well deter 
us from adopting it. 
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MATERIALISTIC, PSYCHOLOGICAL, 
INSTITUTIONAL ECONOMICS 


JOHN R. COMMONS, University of Wisconsin, Madison 

The so-called institutional school of American Economists is some¬ 
times spoken of as “peculiar,” descending, as it does, from Thorstein 
Veblen. But rather is the American school that of the Supreme Court 
of the United States, derived from the law of custom rather than 
codes and statutes; with its theory of Value conforming to that of 
H. C. Carey; its theory of property expounded by H. D. MacLeod, 
and a new theory of intangible property during the past forty years 
derived from prices and collective action as determined to be the 
customary and reasonable values and practices of business. 

The significance of this judicial theory of economics arises from 
the fact that since the time of John Locke the British and American 
economists have had a double meaning of Wealth, a material thing and 
the ownership of the thing. The Court takes the ownership side, the 
economists the material side. The one is institutional, the other is 
materialistic economics. 

This double meaning is seen in the term “commodity.” A com¬ 
modity is a material thing which is produced, owned, exchanged, and 
consumed. The ownership and right to exchange belonged, formerly, 
by natural right to labour, since, according to Locke, labour produced 
99 % of the value of all commodities, including land. This ownership 
is property, meaning by property all of the rights of property, such 
as the right to exclude others, to use for self, to withhold from 
others what they need but do not own, to alienate and acquire 
these rights. Hence the double meaning of wealth was materials and 
property. 

Materials and property were assumed by the classical and psycho¬ 
logical schools to be identical. If a calf grows into a cow, then the 
ownership of a calf grows into the ownership of a cow. Therefore the 
proprietary meaning could be eliminated and attention be paid only 
to the material meaning. They treated other kinds of property, such 
as debts and good will, also as commodities. 

But the classical economists were unable to do anything with 
consumption proper. They dismissed consumption under the psycho¬ 
logical name of use-value which could not be measured, and stopped 
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their theory at the point where the ultimate consumer bought the 
ultimate commodity. 

It turned out that their psychological use-value had a threefold 
meaning. It meant the objective physical uses of materials, equivalent 
to national wealth, as Ricardo pointed out when he distinguished 
Value from Riches. The latter, he claimed, was Smith’s meaning of 
use-value. This kind of value could, however, be measured by physical 
units such as bushels or tons. 

The parallel meaning of use-value was the general happiness or 
welfare of society, proceeding from these materials, which, however, 
could not be measured and therefore was rejected. 

The third meaning was the diminishing utility of Gossen and 
Jevons, followed by Menger and the Austrian school. 

The peculiarity of the physical meaning of use-value was that it 
diminished with wear and tear, depreciation and obsolescence, but 
not with demand and supply. The depreciation could be restored by 
labour which also augmented the quantities of use-value or wealth of 
nations. The obsolescence was a matter of style and invention, as when 
arrows change to dynamite. For this reason we name these meanings 
of use-value Civilization Values, since they are evidently psychological 
in the sense of happiness in general, but they change with changes in 
civilization and not with changes in supply or demand. Or, stating it 
in contrast with the third meaning of use-value, the uses of materials 
do not diminish per unit with increasing abundance nor increase per 
unit with “increasing scarcity.” 

The classical economists knew nothing of this meaning of utility, 
although later economists have mistakenly read back into the classical 
meaning of use-value the later meaning of diminishing utility. But the 
diminishing utility school was a second school of commodity economists, 
in the material meaning of the term. The classical school was objective, 
and rejected the subjective use-value; the psychological school was 
subjective under the meaning of diminishing and final utility. Both 
started with the same unit, a material thing, and both eliminated 
property by taking it for granted as identical with the material thing 
or the value of the thing. 

But the institutional school starts with transactions which transfer 
ownership and thereby create debts. 

The separation of property from materials as an independent 
variable was not made until the middle of the nineteenth century, 
accompanying the disastrous fall in prices from 1815 to 1849, and the 
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rise of the idea of Association of Labour in contrast with Smith’s 
Division of Labour. But the separation was made by a variety of 
heterodox economists, especially Proudhon, Marx, Carey, and MacLeod. 
These were set aside by the orthodox economists or displaced by the 
new orthodoxy of the psychological school, but they were the beginners 
of the institutional school. 

As regards Proudhon, when once it is understood that his “anar¬ 
chism” meant individual private property, he had an almost identical 
counterpart in the United States at the same time. This was the Home¬ 
stead and voluntary co-operation movements. The Homestead move¬ 
ment in the Northern States extended from 1830 to the Homestead Act 
of 1862. This latter marks the American revolution, known as the Civil 
War of 1861, which overthrew the Slave Power of the Southern States. 
The Homestead Act gave to each settler, free of cost, 160 acres of the 
public domain, whereas previously the slave owners and land speculators 
had been occupying it in blocks of thousands and hundred thousand 
acres. Slavery could not live on 160 acres of private property, and 
this was quite the Proudhon philosophy of substituting small holdings 
of individual property, based on the rights of labour, for great landed 
estates based on slavery, tenancy, or monopoly. And Proudhon’s 
voluntary co-operation, during this period, abolished the Central 
Bank of the United States by substituting voluntary private banking, 
whereas his elimination of the merchant capitalist middlemen and 
bankers was undertaken under many schemes of voluntary co-operation. 
Proudhon’s anarchism was American individual property against 
corporate and slave property. 

The other heterodox economist of the period, Karl Marx, was 
probably the strictest of Ricardian economists, but his heterodoxy 
consisted in separating property from materials, in substituting 
associated labour for individual labourers, and in going back to John 
Locke for justification of ownership, this time, however, by the 
associated labourers instead of the individual labourers, who produced 
the materials. 

Henry C. Carey in 1837 parted from the classical economists by 
going back to one of the three meanings of labour set forth by Adam 
Smith. Smith had defined labour as Labour Pain (toil and trouble), 
Labour Power, and Labour Saved, all of them identical in dimensions. 
But they were far from being identical. “Labour Saved” became Carey’s 
meaning, whereas labour power was Ricardo’s meaning and labour pain 
Smith’s meaning. According to Carey, following Smith’s third meaning. 
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the value of the product was not the labour cost but the alternative 
labour which it would have cost the buyer if he had been producing 
it himself. He named this saving the “value of the service” rendered by 
the seller to the buyer. Supporting this doctrine was his idea of associated 
labour, instead of individual labour, which actually produced the 
national wealth. 

On examination of the decisions of American courts, their idea of 
value of service has always been identical with Carey’s meaning of 
labour saved. It has always been the alternative price which the buyer 
would have paid under the existing alternatives open to him. In other 
words, it was not the classical cost “embodied” in the product in the 
past, but what would be the alternative cost of r^-production in the 
present, an entirely new idea, but corresponding to Smith’s idea of 
labour saved. Thus the American courts have settled on the cost of 
reproduction of an identical plant in their valuations for rate-making 
purposes of the property of monopolistic public service corporations. 
The value of the service rendered by the corporation to the consumers 
is the alternative price the latter would be compelled to pay to the 
next best alternative seller, who does not have a monopoly. Labour 
cost for the producer was changed to labour saved for the consumer. 
Carey had used this concept of value of service to overthrow Ricardo’s 
labour cost doctrine of rent and to support a protective tariff. Bastiat 
borrowed it afterwards to confute Proudhon and the socialists, and 
to support both domestic and foreign free trade. But this same value 
of service is the foundation of the economic theories of the American 
courts, and therefore it is the value theory of American institutional 
economics. 

But it was another heterodox, MacLeod, in 1856 and succeeding 
publications, who separated property entirely from materials and 
built his sytem on the Negotiability of Debt resulting from the alienation 
and acquisition of ownership. 

MacLeod, as a common-law lawyer, asked, What is it that is actually 
exchanged ? Is it the material things or is it the rights of ownership of 
the things? The material things, he held, belong to the fields of produc¬ 
tion and consumption, but exchangeability was a legal device by which 
ownership of the materials, as well as debts, was alienated and acquired. 
Economic science deals only with this alienability of property, but it 
is other sciences which deal with the production and consumption of 
the materials. 

MacLeod was therefore heterodox, and his name was dropped 
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until recently from the recognized list of British economists, because 
it was deemed that he counted the same thing twice, once as a material 
thing and once as its ownership or a debt. But this was a mistake. 
He did not count the materials at all. What he did was to change the 
ultimate units of economic theory from the production and exchange 
of materials to the transferability of ownership and debt. He named 
debts ‘‘commodities,’* indeed, because they were exchangeable, but 
he distinguished between the commodity markets and the debt markets. 
The commodity markets were the markets where ownership of material 
things was transferred; the money markets were where the ownership 
of debts was transferred. The two were tied together by the transactions 
which created debts equal in value to the value of the ownership which 
was alienated by the transaction. 

Comparing the legal meaning, then, with the classical meaning 
we have two meanings of the word exchange: MacLeod’s alienation 
and acquisition of ownership, and the economists’ exchange of material 
things. If we substitute terms of activity, then the legal term is Transac¬ 
tion and the materialistic term is Physical Delivery of the product to 
the buyers. We distinguish them as Transaction and Delivery. 

A transaction thus creates two debts and their equivalent credits. 
These are familiar enough in modern business. One is a debt of delivery 
of the materials, the other a debt of payment. A steel corporation in 
New York sells i,ooo tons of specified quality of steel, at 20 dollars per 
ton to be delivered at a certain time in Shanghai or Chicago. The 
corporation imposes upon itself a duty of performance whose economic 
equivalent is a debt of physical delivery. This is because the ownership 
of the steel has passed to the buyer at the time of the transaction in New 
York, and meanwhile there is only a creditor-debtor relation until the 
delivery is made and accepted. The buyer, having obtained ownership 
at the time of the transaction, can sell his steel at once in New York 
or anywhere up to the delivery, even on the high seas. The ownership 
which he sells is secured by a negotiable debt of the seller to perform 
a delivery, represented by a bill of lading. The duty of delivery is 
a duty to carry through a labour process of production, including 
transportation. 

MacLeod contended that this labour process belonged to the 
physical or technological sciences and not to political economy. But 
it is evidently a duty of performance just as much as his is a duty of 
payment. 

This duty of payment is the financial equivalent of the transaction 
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in New York, and the one with which MacLeod concerned himself. 
The buyer gives his promissory note for 20,000 dollars payable in 
60 days. Since this duty of payment is negotiable, the steel producer 
sells it at the bank at, say, 6 % per year discount, and the actual price 
received by the producer for his steel is 19,800 dollars in the form of 
a banker’s demand debt which serves as money. 

It is significant that this formula of a transaction may be stated 
in terms of psychology. The producer sells 1,000 tons of steel utility 
at a marginal utility of 20 per unit, or a total utility or value of 20,000 
units minus the futurity discount or agio of 200 units of utility. All 
that is needed to shift it to institutional economics is to introduce 
rights of property, legal units of measurement, the creation,negotiability, 
and release of debt, and the enforcement of the two duties by the 
collective action of the state, or of a board of trade, or chamber of 
commerce, or produce exchange, or similar body which, by collective 
action, sets up an organization for judicial decision under the name of 
commercial arbitration. It would then read 1,000 tons of use-value, 
steel; 20 dollars per ton marginal utility or price,20,000 dollars future 
total utility or future value; 200 dollars futurity agio or discount; 
19,800 dollars present total utility or value. 

A study of the psychological economists, from Jevons to the 
American Fetter, shows that they have gradually developed their 
psychology almost to this ultimate identity, and they might as well 
now call themselves institutional economists as psychological econo¬ 
mists. Fetter has made this transition in his recent Masquerade of 
Monopoly. 

Institutional, or proprietary economics, since it is a social relation, 
requires a precise concept of Time and a precise measurement of Time, 
which shall distinguish past, present, and future. MacLeod was the 
first to give this precision. He distinguished “the present” as a moving 
zero point of time between the incoming future and the outgoing past. 
The classical economists, dealing solely with labour and materials, 
were concerned mainly with the past production and accumulation of 
materials up to the present, for purposes of future production. But they 
did not investigate what they meant by the present or the future. 
The psychological economists, from Bentham to the present day, 
dealt only with present sensations of pleasures and pains, but if 
we examine what they meant we find that they always had in mind 
rational beings for whom expectations were always involved in present 
pleasures and pains. Instead of pleasure and pain they might as well 
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have used the term Futurity, for, on examination, all of the psychology 
they used for economics was Futurity. But property is institutional 
futurity. 

I’his was the reason for MacLeod’s precise meaning of the present 
as a zero point of time always moving into the future, and of “incor¬ 
poreal” property, or debt, as always a forecast of the future but dis¬ 
counted in value to the present point of time. This Was true also of his 
“corporeal” property, though confused somewhat with the classical 
accumulation of materials from the past. This corporeal property, 
for him, meant the present right to give a good title in any present 
or future transaction which transferred the ownership of the corporeal 
thing. 

If transactions are the activities which transfer legal ownership 
at a point of time, it nevertheless is evident that there must be some 
kind of psychology preceding the transaction. This psychology has 
been elaborately developed by the common-law courts under the 
general name of the negotiations and intentions of the parties. When 
a dispute occurs the court must determine in some way what the parties 
intended and whether the intentions were lawful or unlawful. They 
must make their inferences from the transactions of the parties, and, 
since they cannot read the minds directly, they have developed a set 
of assumptions or working rules, derived from a long line of precedents, 
from which they read intentions into the minds of participants in the 
transaction, even though there were no such intentions. This may 
properly be named a behaviouristic psychology, but in order to contrast 
it with the many kinds of individualistic psychologies in the history of 
economic thought, we give it the social name of negotiational or 
transactional psychology. 

In the common-law decisions the most general assumption of a 
fair or reasonable transaction is that between a willing buyer and 
willing seller, that is, in these decisions the courts make the distinction 
between persuasion, coercion, and duress. This is purely an institu¬ 
tional distinction, not to be found in any materialistic or psychological 
economics, and consists in the long historical process of endeavouring 
to eliminate economic coercion and the duress of violence, which 
might be deemed to obstruct their ideal of Willingness in a bargaining 
transaction. Thus the psychology of the courts, in deciding a dispute, 
is a volitional psychology, taking into account the economic and social 
limitations within which individuals are restricted in making their 
choices. 
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The introduction of precise measurements of Time required in 
institutional economics enables us to make the distinction between 
closing the negotiations and ‘‘closing the transaction/’ The negotiations 
are closed at the point of time when the transaction takes legal effect 
by the closing of the contract for transferring the ownership. The 
transaction is closed when the last of the two debts created by the 
transaction is released, either by payment and acceptance of money 
or by delivery and final acceptance of materials. Thus a transaction 
lays down a private economic law, which, under modern capitalism, 
will be enforced by the courts, and may endure one day or a hundred 
years, or indefinitely into the future. 

We here need to distinguish another double meaning, this time 
of the word possession or control. The commodity economists, whether 
of the classical or psychological school, having eliminated the institu¬ 
tion of property, always meant physical possession or physical control 
of materials, which was, of course, a labour process needed in order 
to use or consume the materials. But the courts meant legal possession, 
or legal control, vouchsafed by the laws of property. He who has 
legal control can transfer legal interests and give orders to labourers, 
but those who have physical control are the labourers themselves who 
produce and deliver the product under the commands of those who 
have legal control. 

But there are two other forms of economic transactions for which 
the courts have laid down working rules. These are managerial and 
rationing transactions. The decisions on bargaining transactions 
endeavour to approach the ideal of equality between willing participants, 
but the managerial and rationing transactions are based on the relation 
of superior to inferior. The managerial transactions have been developed 
in a long line of decisions on master and servant, employer and employee. 
The superior gives orders, the inferior must obey. The behaviouristic 
psychology is Command and Obedience. 

The same psychology is true of rationing transactions. But here 
the superior is a legislature, or board of directors, or even a dictator 
backed by collective authority, which apportions, without their indi¬ 
vidual consent, the wealth or jobs of the nation or concern among 
inferiors. A judicial decision is also a rationing transaction, because it 
transfers property without private bargaining with the judge, which 
has become unlawful, and the managerial transaction, in this case, is 
transferred to the police or sheriff who executes the will of the judge 
upon inferiors. Consequently the only behaviouristic psychology 
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permitted in rationing transactions is the arguments and pleadings 
of inferiors. 

Thus the negotiational psychology differs with the kinds of trans¬ 
actions. In bargaining transactions it is persuasion, coercion, or duress. 
In managerial transactions it is arguments and pleadings. This psy¬ 
chology is behaviouristic and institutional, and cannot be found in 
the classical and hedonic economists based on materials, labour, and 
wants. An examination, however, of the communistic and fascistic 
economists reveals that they pay no attention to an analysis of the 
bargaining transactions between equals, but rest their theory of 
economics on the managerial and rationing transactions of superiors 
and inferiors. 

While the psychological economists have approached institutional 
economics, there is another direction in which institutions have 
approached economics. It is in the historical transition from corporations 
to going concerns. This is of particular importance in America on 
account of the state and federal system of government. A hundred 
years ago the Federal Supreme Court, following Sir Edward Coke, 
declared that a corporation was a mere legal entity existing only in 
contemplation of law, and having therefore its situs only in the state 
of its incorporation. Practically (though legally any state can exclude 
a foreign corporation from doing business within that state), a corpora¬ 
tion created by the state of New Jersey had all the powers in all the 
other states which the legislature of New Jersey might give to it. New 
Jersey, in 1900, originated the incorporation of holding companies and 
gave to them practically all the powers of an East India Company. 
Their property rights were valid in all other states as against the state 
legislatures, and even against Congress, thus evading the state anti- 
monopolistic laws. These powers had already applied to railway com¬ 
panies, telegraph companies, express companies, and the New Jersey 
law was put on the statute book of that state by the lawyer who used 
it to draw up the articles of incorporation of a manufacturing corpora¬ 
tion, the United States Steel Corporation. After long previous dis¬ 
cussion and many majority and minority opinions, the Supreme Court 
changed the meaning of a corporation from a legal entity existing 
only in the state which created it, to a “going concern” existing in any 
state where it does business. The new term was taken over from the 
custom and even terminology of business. By examining the way in 
which the term is used by the courts and business men, we can derive 
an economic definition of a going concern. It is concerted action 
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existing wherever the concern acts and expects future profitable 
transactions. When the futurity stops the concern stops going. 

But during the same period of the past forty years, when introducing 
the idea of going concern, the Supreme Court, by its decisions, has 
taken away from the states, and even from Congress, much of their 
former sovereign power to regulate these concerns in such economic 
matters as taxation, monopoly, labour. The Federal Court, indeed, 
remains the only tribunal which actually governs these concerns. 
This is because a corporation or citizen, objecting to a state law, can 
take his case to the Federal Courts, over the heads of the state courts 
and legislatures, on the ground of conflict of the state action with the 
Federal Constitution, bringing his suit against the enforcing officers 
of the state. 

This gradual and indeed necessary encroachment of the Federal 
judiciary has practically made the Supreme Court the legislative body 
for the nation, with the legislatures and state courts acting in an advisory 
capacity. Thus an entirely new concept of sovereignty has grown up, 
which we name Judicial Sovereignty, under the supremacy of Federal 
judges appointed for life. 

Anglo-American constitutional history has passed through three 
stages of sovereignty, the Executive Sovereignty from William the 
Conqueror to the Revolution of 1689; then the Legislative Sovereignty 
of Parliament to date. But the United States, by the written constitution 
of 1787 and the Civil War amendments following 1865, as gradually 
interpreted by the Supreme Court when cases arise, has finally 
established Judicial Sovereignty. 

The courts follow what may be named the common-law method 
of making new law by the decision of disputes. It applies to all bodies 
of non-statute law, all of which may come under the jurisdiction of 
the Supreme Court. It is a common law methody not the historical 
common law. 

All other courts must follow these decisions as precedents. Inter¬ 
pretations of the United States Constitution by the United States 
Supreme Court cannot be contested or reversed by either the Congress 
or the state legislatures, but only by their joint action by way of amend¬ 
ment to the Constitution; and all the courts have their powerful arm 
of the injunction and imprisonment for contempt of court, with their 
own executives, in the federal system called “marshalls,” to enforce 
their decisions in all of the states. There are no administrative courts 
superior to the Supreme Court, and any private citizen or corporation 
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can bring suit before a Federal Court against any executive (except the 
chief executive) of the state or federal governments, on the constitutional 
ground that his property or liberty is being taken from him without 
due process of law. 

The Federal Courts, under a written constitution, do not resort 
to the older “fictions” which so incensed Bentham against Blackstone 
in 1776, as a device for “usurping” the supremacy of the legislature. 
The American courts have the words of the Federal Constitution and 
amendments which declare that no legislature or executive or court 
shall deprive any person of life, liberty, or property without due process 
of law, and they finally interpret the Constitution. Consequently, 
instead of “fictions,” they gradually change the meanings of words in 
the Constitution, when disputes arise, by a process which they call 
“inclusion and exclusion.” Inclusion extends a former meaning of a 
word to include the present case. Exclusion eliminates the present case 
from a former meaning. In this way the court, in the last two decades 
of the nineteenth century, changed the meanings of due process, person, 
liberty, and property as used in the Constitution. The changes are 
expressly stated and on record in the minority opinions of dissenting 
justices. 

Due process had meant the traditional common-law procedure of 
the English and American Courts. But in 1884 this meaning was 
changed to “due purpose” or “justice,” in addition to proper procedure. 
Due purpose means what the opinion of the majority of the Court 
decides to be just and reasonable. 

The word “person” at the time of the Civil War amendments 
abolishing slavery meant a human being, but the court expanded the 
meaning to include a corporation or going concern. 

The word property had the historic meaning of corporeal and 
incorporeal property (debts); but after 1890 the Court enlarged the 
meaning to what business men had come to name “intangible property.” 
This change came in a decision against the state of Minnesota wherein 
the state legislature had attempted to reduce the prices charged by 
railway companies for the transportation of goods. The Supreme Court 
now declared that a legislative act reducing such prices was a depriva¬ 
tion of property “without due process of law,” although it restricted 
only the power to fix prices, and that the limits of this legislative power 
to control prices was a judicial question. Hence a third meaning of 
property, unknown to MacLeod and the older common-law, became 
the right of an owner to charge such prices as he saw fit unless finally 
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restrained by a federal court. This right to fix prices is “intangible 
property.’’ 

This change in meaning of property involved also a change in the 
meaning of liberty. In the Civil War amendments the word liberty 
had meant freedom from slavery, but now, after a leading decision in 
1897, liberty became also the economic liberty of free access to markets 
and freedom in charging such prices as the owner saw fit. 

Thus by changing the meaning of four words—due process, person, 
property, and liberty—judicial sovereignty was established during the 
past fifty years. The people can, indeed, change the Constitution by 
amendments, but these amendments require several years and an 
affirmative vote of three-fourths of the states. In such subtle questions 
as the meanings of words a popular vote is incompetent to act. Besides, 
the amendment itself, like the Civil War amendments, can be changed 
by the judicial process of changing the meanings of words. 

It is not contended that the Supreme Court abruptly changes the 
meanings of the Constitutional terms. The change requires many years 
of minor cases in controlling legislative acts, but can be finally sum¬ 
marized in leading cases. 

Thus the term intangible property becomes a new economic term, 
and requires economic analysis. It involves a transfer of ownership 
at a price. This economic analysis is the familiar analysis of a market, 
and, with the incoming of judicial sovereignty, may be shown by the 
following formula: 

B 

100 dollars 90 dollars 

S 

no dollars 120 dollars 

The ownership of an economic quantity, whether a commodity, a 
labour service, or a debt, is sold on its appropriate market. The two 
best buyers are competitors and the two best sellers are competitors. 
But from another point of view the two buyers offer opportunities for 
sale to the sellers and the two sellers offer opportunities for purchase 
to the buyers. Finally, a sale is made at a price somewhere between the 
extreme limits of 90 dollars and 120 dollars. These, from a study of the 
decisions, we may name the limits of coercion, or extortion. When 
this sale is made, then the parties are “off the market,” and the third 
best buyer and seller take their places. 

Thus there are possible four economic conflicts of issue in each 
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bargaining transaction, and a decision by the Court on any one of them 
will change the dimensions of the other three. The economic decisions 
of American Courts may readily be classified around these four issues. 
One is that of fair or unfair competition. The other is that of equal or 
unequal opportunity, known in American decisions as reasonable or 
unreasonable discrimination. Another is that of reasonable or un¬ 
reasonable price. The fourth is that of due process of law in changing 
any one of the three economic relationships. 

This due process of law we name the working rule, for the time 
being, of the Supreme Court, which ultimately decides the issue. 
The name working rule also applies to all economic concerns in so far 
as they control, by collective action, the activities of their participants. 

Here we reach the necessity of constructing a workable definition 
of an institution. An examination of the working rules of all concerns, 
whether the state or the private economic concerns of produce ex¬ 
changes, stock exchanges, chambers of commerce, corporations, trade 
unions, etc., enables us to construct the definition of an institution 
as collective action in control of individual action. 

But collective action, through judicial decision, in its control of 
one person creates a duty or its economic equivalent, a Debt, and 
this is identical with a right, or its economic equivalent, a Credit, 
on behalf of an opposite person benefited by enforcement of the duty. 
This is incorporeal property. 

But if it is decided that there is no duty, then there is evidently 
no correlative right, and the economic equivalent now becomes a 
liberty, or absence of duty, for the one and an equivalent absence of 
right, which economically we name an Exposure to the Liberty of 
the other. This is the basis for intangible property. 

Still further, it is by the collective action of the state or other going 
concern that the will of a puny individual is enforced in all parts of 
the world. A signature in New York is enforced in Chicago or Shanghai. 
To this remarkable extension of the modern human will through 
collective action in economic affairs we may give the name Expansion, 
another dimension of intangible property. 

Thus a more complete definition of an institution is collective 
action in control, liberation, and expansion of individual action. 

The distinction between the incorporeal property of debt and the 
intangible property of liberty to buy and sell was not known to MacLeod, 
and he therefore included both imder the name of debt. But they are 
as different as is a debt from a sale, a credit from prices, and a creditor- 
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debtor relation from a seller-buyer relation. The intangible property 
can also be bought and sold, and it appears under such names as 
good will, trade marks, patents, and especially under the comprehensive 
term, going concern. A going concern must have not only the good will 
of customers; it also must have “goodcredit,*’ which is the good will 
of bankers, and “industrial good will,” which is the willingness of 
labourers to work, and equally the good will of politicians and courts. 
Good will is not a subjective concept, it is the expected repetition of 
profitable transactions. 

If, now, again we examine the history of Anglo-American econo¬ 
mists, we find that their theories have passed through several philo¬ 
sophical and economic stages. From Locke to Smith the theories were 
those of divine beneficence whose equivalent is earthly abundance. 
During this period the duty to labour was enforced, as Locke 
explicitly said, and Smith accepted in his meaning of labour pain, 
as punishment for sin descended from the Garden of Eden. 

But Malthus, in 1798, changed this theology to earthly scarcity, 
and a God who planned to evolve moral character out of earthly clay 
by competition and elimination of the morally unfit. 

This changed the concept of nature from abundance to niggardli¬ 
ness, and consequently Ricardo came with his materialistic theory of 
labour power required to overcome the resistance of nature. When 
we trace this out through Marx and modern scientific management, 
we find that it is merely the concept of Efficiency whose unit of measure¬ 
ment is the man-hour. 

Then came the psychological economists whose diminishing utility 
was simply a personification of scarcity, but which when changed to 
institutional economics becomes the institution of bargaining trans¬ 
actions in terms of money, which is the institutional measure of 
Scarcity. 

Finally, the concept of collective action, rejected by all the economists 
as violations of Nature’s laws, becomes the going concerns of institu¬ 
tional economics. 

There are thus three meanings of the term economics in the his¬ 
torical sequence. First is Engineering economics, or Agricultural 
economics, the production of wealth, whose efficiency is measured by 
man-hours. Second is Home economics, with only psychological 
estimates, where production is for home or farm consumption. Between 
these two is Institutional or Proprietary economics, which rests on the 
fact that the physical possession required for engineering and home 
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economics will not be permitted unless the parties have previously 
obtained legal possession by due process of law. 
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SOME NEW MATERIAL ON THE THEORY 
OF DISTRIBUTION 

PAUL H. DOUGLAS, University of Chicago 

Everyone who has desired to make economics more truly a science 
has probably deplored the indefinite nature of the theory of distribu¬ 
tion. Greater definiteness is being injected into the theory of value and 
of prices by the inductive studies of the elasticity of demand, which 
have been made by Moore, Schultz, Working, Ezekiel, Ricci, Frisch, 
Marschak, and others. In that field we are beginning to possess more or 
less accurate measurements of quantity-price relationships for various 
commodities and to work out approved techniques for further analysis. 
We are also beginning to comprehend more fully the family of com¬ 
modity supply curves and to make tentative measurements of them. 

But quantitative studies which explain the forces governing dis¬ 
tribution are still largely lacking. The economic world has come to 
accept the principle that additional units of a factor of production 
such as labour, capital, and natural resources will, if other factors are 
held constant, add successively diminishing increments to the total 
product, and that the return to any unitwill be measured by, and under 
conditions of competition will approximate, the amount added to the 
total product by the last unit of the factor in question. It can also be 
demonstrated in a similar fashion that if the production function is 
such that a given proportionate change in all of the factors taken 
together will occasion a corresponding change in the quantity of the 
total product,* then the marginal productivity of each factor, when 
multiplied by the number of units of that factor, will, when summated, 
be equal to and exhaust the total product. It can also be shown that 
the distributive mechanism is in equilibrium when the marginal supply 
price for each factor is equal to its marginal productivity. 

All this is to the good. But there is lacking any quantitative measure 
of the degree to which an increase of i % in the quantity of labour 
will cause the total product to increase and the marginal product of 
labour to fall, and similar information is also lacking as regards capital. 
We do not know either the direction or the degree in which the labour 
supply responds to changes in the rate of wages or in which the flow 

* I.e. if production can be described by a simple homogeneous function of the 
first degree of magnitude. 
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of fresh savings responds to alterations in the rate of interest. And yet 
lacking such material, any discussion of the theory of distribution 
must be in the nature of the case either literary or, if mathematical, 
purely formal. 

It was in an attempt to remedy some of these defects and to provide 
inductive material for the study of distribution that the author began 
some eight years ago to carry on such studies, and he hopes that the 
results thus far, modest as they necessarily are, may throw some light 
upon these questions and at least afford a basis for further studies.*^ 

In carrying out the study of production, indexes were constructed 
for manufacturing in the United States for each of the years during 
the period 1899-1922 of the three following series: (i) the number of 
persons employed (and the number of “normal” man-hours worked); 
(2) the quantity of fixed capital in buildings, machinery, and equipment 
reduced to dollars of constant purchasing power; (3) physical product. 
Taking 1899 as the base, or 100, for each of these series, it was found 
that by 1922 the quantity of labour had increased by slightly over 60 %, 
while the quantity of fixed capital had risen by approximately 330 %, 
or to a relative of 431. Throughout the period, indeed, the quantity 
of capital had increased very much more rapidly than the quantity of 
labour. Now the interesting thing to note was that the index of physical 
production always lay between that for labour and capital, and very 
much nearer the former than the latter, ending the period with a relative 
of 240, or an increase of 140 %. From the semi-logarithmic graph of the 
variables, the index of production apparently tended to lie at approxi¬ 
mately one-fourth of the distance between the index of labour and 
that of fixed capital. It occurred to me that from these series we might 
find the effect of labour and capital upon production during this period. 
Professor C. W. Cobb of Amherst College, an accomplished mathe¬ 
matician, believed that the production function might be described 
by the formula: 

(i) 

Here P, of course, denoted product, L and C, labour and capital 
respectively, and b a constant. Since we believed that production in 
manufacturing might be described as a simple homogeneous function 
of the two factors of production, namely labour and capital, we made 

* A detailed treatment of the points discussed in this article, together with 
further material, is given in the author’s forthcoming book on The Theory 
of Wages (Macmillan), 1933. 
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the sum of their exponents equal to i*o, or to unity. By a modified 
method of least squares, values were found for b and k. Thus 6 — i *01 
and ^ == 0*75. A theoretical index of production (P') was then com¬ 
puted from the formula 

(2) P' = i*oiL®*75C«-25 

It was found that the computed index (P') closdy approximated the 
actual index (P) throughout its course, the average deviation without 
regard to sign being only 4*2 %. Furthermore, such deviations as did 
occur were shown to be largely the result of the business cycle and 
primarily explainable because of the failure of our indexes of labour 
and capital to measure as sensitively as would be desirable the 
relative fluctuations in their use within the business cycle. Thus 
the index of fixed capital measured the quantity available rather 
than the precise quantity used. In a period of business depressions 
it overstated the quantity of capital because it did not allow for 
idle capital, while during periods of prosperity it understated 
the actual increase in utilized capital by not taking account of 
second shifts, etc. The index of the numbers employed was more 
sensitive, but it in turn was somewhat defective in that it did not allow 
for short-time in depressions and over-time in prosperity. It follows 
that the computed index would be expected to be greater than the 
actual index in the years of adversity and less in the years when business 
was distinctly good. Such was, in fact, the case in nearly every year, 
and this result in itself went far to lend added confidence to the results 
which had been obtained. It was also found that the deviations of both 
P and P' from their respective three-year moving averages closely 
coincided, and that the coeflicient of correlation between these deviations 
was no less than +0-94. 

Similar studies have been made by Professor Cobb for Massachusetts 
for the period 1890-1926, and by my colleague and associate, Mr. Aaron 
Director, for New South Wales for the years 1901-27. Following the 
same formula, the equation of production for manufacturing in 
Massachusetts during the period mentioned was found to be as 
follows: P' = I‘OiL®*74(7^*26^ while that for New South Wales was 
P' = I •oiL°*^ 5 C'o- 35 . It will be noticed that the results for Massachu¬ 
setts were precisely identical with those obtained for the United States 
as a whole, and that those for New South Wales were closely similar. 
Furthermore, the average deviations of P' from P, while greater in 
the case of Massachusetts than for the United States, were still not 
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unduly high, while in the case of New South Wales they were 
distinctly lower. 

If we assume that the processes of distribution follow those of 
production and that the exponents were normally constant throughout 
the period, we would expect that in the United States labour would 
receive 75 % of the net value added by manufactures, in Massachusetts 
74 %, and in New South Wales 65 %, and that the shares of capital 
would be 25, 26, and 35 % respectively. These proportions seem in 
practice to have been approximated. Thus the National Bureau of 
Economic Research in its study of Income in the United States^ found 
that labour’s share of the net value product of manufacturing during 
the years from 1909 to 1918 was 74%, a figure which was almost 
precisely equal to the proportion which theoretically would be assigned 
to labour, while for New South Wales Mr. Director found that labour’s 
share during the period 1901-27 was on the average 57 %. This 
last figure, while somewhat below that which theoretically might be 
expected, was not strikingly less. It is furthermore interesting to note 
that if we compare the movement of the average value productivity 
of labour in various groups of manufacturing industries in the United 
States throughout this period with the relative movement of their real 
annual earnings, that we find on the whole a striking coincidence up 
to 1922. The same phenomenon is also to be observed in the coal¬ 
mining industry. 

It is, however, not without significance that there was a striking 
divergence in the United States during the years from 1922 to 1929 
in the relative increases of the average value productivity per 
labourer and average real wages. The failure of the latter to keep 
pace with the former was, in my opinion, one of the reasons why 
the depression has been so severe in my country. 

All of these results give some added credence both to the equations 
of production and to the belief that the processes of distribution 
should at least normally resemble approximately those which we 
would expect from the equations of production. 

If we may accept these results as approximately correct, it would 
therefore follow that in the United States, during the periods men¬ 
tioned, an increase of i % in the quantity of labour, with capital 
constant, would normally be associated with an increase of three- 
quarters of I % in product, and that a decrease of i % would tend to 
be associated with a corresponding decrease of three-quarters of i % 

* Vol. 2, p. 98. 

108 



NEW MATERIAL ON THE THEORY OF DISTRIBUTION 


in product. In New South Wales a change of i % in the quantity of 
labour would normally tend to be associated with a change in the same 
direction of about two-thirds of i % in the quantity of physical product. 
Similarly a change of i % in the quantity of capital, with labour con¬ 
stant, would tend in the United States to be associated with a change 
in the same direction of physical product one-quarter of i %, and in 
New South Wales of one-third of i %. 

From this material also we may derive estimates of the probable 
approximate elasticities of demand for labour and capital and the 
probable flexibilities of the curves of marginal productivity for each 
of these factors. Pigou has shown that, assuming constant shares of 
the product, the elasticity of demand for a factor is equal to the recip¬ 
rocal of the sum of the exponents of the other factors of production. 
A common-sense proof of this is seen in the fact that this condition is 
absolutely necessary if the shares are to be constant. Since we are dealing 
with only two factors, it follows that under the conditions described 
the elasticity of demand for each factor is the reciprocal of the exponent 
of the other. The probable negative elasticities of demand for labour and 
capital in manufacturing during these periods were therefore: 


Country 

Period 

Coefficients ol 
Dema 

Labour 

f Elasticity of 
nd for 

Capital 

United States 

1 

1899-1922 

— 4*00 

- 1*33 

Massachusetts 

1890-1926 

-3*85 

- 1-35 

New South Wales 

19OI-I927 

~ 2*86 

- 1*54 


These coefficients are equivalent to the statement that a decrease of 
I % in the rate of wages would normally be accompanied in the United 
States by an increase of about 4 % in the quantity of labour demanded, 
and in New South Wales of a little under 3 %, and that an increase 
of I % in the rate of wages would normally be accompanied by cor¬ 
responding decreases in the amounts of labour demanded. A decrease 
of I % in the rate of interest* would, on the other hand, tend to be 
accompanied by an increase of i ^ % in the quantity of capital demanded 
in American manufacturing, and of not far from % in the quantity 
demanded in New South Wales. 

* I.e. of course, a relative and not an absolute change of i %. 
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What is perhaps a more significant way of looking at the relation¬ 
ship between marginal product and the quantity of labour and capital 
is to inquire what the probable changes in marginal productivity will be 
with given changes in the quantity of labour and capital. These we may 
term flexibilities of marginal product. These, familiarly known to those 
acquainted with the price studies, are the reciprocals of their elas¬ 
ticities of demand. For whereas the latter measures the relative change 
of X (quantity) with respect to changes in Y (price), and hence can be 

dx jdy 

described by the formula — /—, the former, or flexibilities, measures 

x! y 

the relative changes of Y (price or marginal product) with respect 

dy Idx 


to X (quantity), and are described by the formula 1 'he flexi¬ 

bilities of one factor will therefore be equal to the sum of the expo¬ 
nents of the other factors, or, when we are dealing, as in this case, 
with two factors, they will simply be the exponents of the other. This 
gives us the following flexibilities of the marginal productivity curve 
in manufacturing: 


Country 

Flexibilities of Marginal Productivity 
Curve of 

Labo :r 

Capital 

United States 

— 0*25 

— 0-75 

Massachusetts . . 

— 0-26 

- 0-74 

New South Wales 

- 0-35 

— 0-65 


These relationships may be stated in the following terms: An increase 
of I % in the supply of labour will, if the supply of capital is held 
constant, in the United States normally lead to a decrease of about 
one-quarter of i % in its marginal productivity and to a decrease of 
about one-third of i % in New South Wales. An increase of i % in 
the quantity of capital, with labour constant, would normally lead 
in the United States to a decrease in its marginal productivity of about 
three-fourths of i % and in New South Wales of about two-thirds of 
1 %. By working out simple arithmetical examples, the reader will 
discover that this will satisfy the condition that the shares are to be the 
constants indicated by the respective exponents. 
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It is, of course, not maintained that these relationships apply to 
all industries, all countries, or all periods. It is not even claimed that 
the exponents are constant from year to year, or that their sum must 
necessarily equal unity. It is merely submitted that the values fairly 
well describe the data collected. But it is to be hoped that further studies 
will be undertaken there and for other countries and that more flexible 
formulas, similar to those devised by Mr. S.W. Wilcox of the New York 
Department of Labour,* will be experimented with. 

Turning to an examination of the effect of changes in remuneration 
upon the supplies of the factors, we find that the supply of capital is 
at any one time relatively fixed, but that of labour is susceptible to 
considerable variation. The quantity of capital can be likened to a lake 
fed annually by fresh savings, but the cubic content of which is many 
times the annual rate of flow. Thus Professor Cassel estimates that 
the supply of capital in Western Europe has increased at the rate of 
3 % a year, which means, if the estimate is correct, that the total 
quantity of capital in those countries is approximately 33 times its 
annual increment of growth. It follows, therefore, that a doubling 
in the rate of capital growth in these countries would mean only an 
increase of 3 % in the total quantity of capital above what it would 
otherwise have been. Changes in the rate of annual savings create 
therefore at any given time only infinitesimal changes in the total 
quantity of capital, although in the long run, of course, these differences 
cumulate and are considerable. 

The supply of labour which will be offered at any one time is, 
on the contrary, not fixed. It is possible for the proportion of the 
population which is gainfully employed to vary in some degree according 
to economic conditions. Juveniles, older people, and married W'omen 
are relatively flexible in the matter of becoming a part of the active 
labour supply. Similarly the hours of labour are not fixed and im¬ 
mutable, but within limits are subject to change. 

We have measured the relationship between differences in hourly 
wages and hours of work in various industries and states, and between 
changes in these variables over a period of years for a number of separate 
industries. In virtually every case we have found this relationship to 
be negative, and therefore one where higher hourly wages were accom¬ 
panied by a shorter working week and lower wages with longer hours. 
By fitting regression lines to these observations, we obtained the 
elasticity coefficients of hours upon earnings. These we found almost 
* Described in the forthcoming book on The Theory of Wages, 
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uniformly to range at the means between —o-i and —o*2. This is 
equivalent to saying that an increase of i % in real hourly wages 
was normally accompanied by a decrease of from one-tenth to two- 
tenths of I % in the length of the working week. 

In order to arrive at the probable effect of changes in real earnings 
upon the proportions of the population gainfully employed we also 
computed: (i) the average annual earnings in manufacturing for 1919 
in 41 of the larger cities in the United States; (2) by deflating these 
averages by an index of relative food costs as between cities, we secured 
(3) an index of relative real wages, and this in turn was corrected for 
differences in the proportions of women and juveniles employed in 
the various cities. 

We also computed the proportion of each age and sex group which 
was gainfully employed in 1920 in each of the given cities and correlated 
these with the relative real wages in these cities. The correlation was 
in virtually every case negative, and was significant in the case of juveniles, 
women from 25 years and up, and for those over 65. The various 
cities were then reduced to a standard age and sex distribution, and 
the number out of every 1,000 of such a population who would be 
employed in each city was found. Regression lines were fitted to these 
data and to those of relative real wages with each city serving as an 
observation. The regression of the proportions employed upon relative 
real earnings was found to be —0*17 at the point of averages, and 
consideration by the method of partial correlation of the possible 
complications introduced by varying proportions of the foreign-born 
and the negroes failed to change this appreciably. Our results, therefore, 
seemed to indicate that an increase of i % in real annual earnings 
would tend to be accompanied by a decrease of approximately one- 
sixth of I % in the proportions employed. 

By combining these two sources of the labour supply, we find that 
an increase of 1% in hourly rates tended normally to be accompanied 
by a reduction of from one-quarter to one-third of i % in the quantity 
of labour offered.’"' It can then be said that gains in real income tended 
to be divided between a higher material standard of living and increased 

* I.e. {a) an increase of i % in hourly earnings led to a decrease of o-i or 
0*2 % in the hours of work, and hence to an increase of 0*9 or o-8 % in full¬ 
time weekly or yearly earnings; (6) an increase of o • 8 % in yearly earnings led 
to a decrease of o • 13 % in the numbers employed and of o • 9 % to a decrease of 
0*15 %• (^) Therefore the total decrease in the quantity of labour ranged 
approximately between — 0-25 and — 0*33 %, and the increase in monetary 
income would range between o • 66 and 0*75 %. 
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leisure. From two-thirds to three-quarters of the gain tended to be 
assigned to the former and from one-third to one-quarter to the latter. 

From these apparent facts about the productivity and short-run 
supply curves of labour and capital several tentative “laws,” or ten¬ 
dencies, can be developed. Perhaps the most important of these are 
the following: 

(1) If there is a general improvement in the state of the industrial 
arts, so that the marginal productivities and the rates of return to both 
labour and capital rise, labour will tend to profit more per unit than 
capital. For the increased return will decrease the quantity of labour 
which is offered and still further raise its marginal productivity, while 
it will leave the supply of capital virtually unaltered. This alteration in 
quantities will somewhat reduce the heightened marginal productivity 
of capital. 

(2) A deterioration in the state of the industrial arts will, however, 
work in the opposite direction, and, by calling forth more labour, will 
still further lower the marginal productivity of labour and reduce the 
rate of wages to a proportionately lower point than that to which the 
rate of interest would fall. There would in fact be a slight compensatory 
tendency for the rate of interest to rise because the increase in the 
quantity of labour would raise the marginal productivity of capital 
somewhat above the lower point to which it would have fallen had the 
quantities remained unaltered. 

(3) If labour should improve its bargaining position and, either 
through legislation or collective bargaining, raise its wage rate above 
the normal competitive level, then the decrease in the quantity of 
labour offered would raise its marginal productivity and for a time 
at least make possible a higher rate of wages than was originally the case. 

(4) The fact that labour tends to receive a larger share of the total 
social product than capital means that, other things being equal, an 
increase of a given percentage in the rate of wages causes a greater 
encroachment upon the return to capital than the same proportionate 
increase in the rate of interest would affect the per capita return to 
labour. 

(5) The fact that the marginal productivity and short-time supply 
curves of labour are both negatively inclined presents an interesting 
contrast with the consequences which result when commodities have 
demand and supply curves which are both negatively inclined. As all 
students of the mathematical school know, Cournot dealt with this 
latter problem nearly a century ago and correctly pointed out that, 
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under competition, there was no determinate solution or point of 
equilibrium. For regardless of whether the supply curve cut the 
demand curve from above and then, more inelastic than the latter,* 
continued below it, or whether it cut the demand curve from 
below and then continued above it, the fact remained that an 
individual plant could, under atomistic competition, always reduce 
its cost more by expanding its output than it would lose from 
the reduction in the sales price of the product which its own 
infinitesimal addition to the total supply would effect. Although this 
would bring ruin upon the industry when the supply curve cut the 
demand curve from below and then extended above it, each indi¬ 
vidual plant would be powerless to hold back as long as competition 
prevailed, and the ultimate result of this movement would be wide¬ 
spread bankruptcy and a distinct tendency toward monopoly. 

It might be thought at first that there would be a similar absence 
of equilibrium where the supply and marginal productivity (or demand) 
curves were both negatively inclined. But whereas in the case of com¬ 
modities each individual producer tends to consider only his own 
internal cost (or supply) curve in deciding whether or not he will 
expand his output and can largely neglect changes in the sales price 
because of his proportionately small contribution to the total supply, 
this is very different in the case of the supply of labour. A given quantity 
of labour will only be supplied if a certain rate of wages is paid, 
and in the determination of this rate marginal productivity tends 
to play the decisive role. 

Thus when the supply curve of a factor cuts the marginal 
productivity curve of a factor from above and then continues 
below it, as seems to be the case with labour where the supply 
curve has an elasticity of around —0*25 or —0-33 and the demand 
curve an elasticity of not far from —4-0 at the means, then we 
tend to have not instability but relatively stable equilibrium. For 
although to the right of the point of intersection the supply curve 
will be below the curve of marginal productivity, the latter, through 
the competitive bidding of employers, will normally fix the wage rate. 
This wage rate being higher than the supply price at any such point 
will operate to reduce the quantity of labour to that required to satisfy 
the conditions of intersection where the marginal supply price and 
the marginal productivity are equal. At any point to the left of this 

* Following the example of Marshall, price is plotted on the vertical axis 
and quantity on the abscissa. 
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point of intersection, though the marginal productivity would be less 
than the supply price, the wage itself would operate to call forth an 
increased quantity of labour, so that again economic forces would 
move towards the point of intersection as the point of equilibrium. 

If the supply curve cuts the demand, or marginal productivity, 
curve from below and then continues above it, then at any point to 
the right of the point of intersection the marginal productivity or 
wage will be less than the amount required to induce that quantity 
of labour to be forthcoming. To the left of the point of intersection, 
however, the fact that marginal productivity will be more than the 
marginal supply price will lead to a progressive reduction in labour units 
offered. There will be no equilibrium here, therefore, unless and until 
the supply curve turns sharply upwards and cuts it from below.* 

If wc turn from considerations of short-run equilibrium to those 
of longer duration wc come into more shadowy ground, so far as his¬ 
torical movements are concerned. The supply of capital has, during 
the last century, been increasing appreciably more rapidly than the 
population, and it is this fact which is, to a large degree, responsible 
for the advance in the material standard of living of the workers. So 
far as the future is concerned, the prospects are that the populations of 
the United States and Western Europe will become virtually stationary 
within the next three or four decades. During that time there seems 
to be every indication that the relative growth of capital will be more 
rapid than that of population, and, barring wars and other catastrophes, 
the rate of real wages should continue to advance. It would also seem 
probable that capital will not reach its plateau when population reaches 
its maximum, but that on the contrary it will still continue to be fed 
for some time by net annual increments. This too will produce a rise 
in marginal productivity and in real wages. If wars, civil strife, 
and prolonged business depressions can be avoided, the future 
prospects of labour in the Western World arc therefore relatively 
favourable. 

* I.c. in terms of moving from right to left. 




LES ETAPES DE L’ADAPTATION ^CONOMIQUE A 
UNE INFLATION SOUDAINE: FRANCE ET 
BELGIQUE DE 1919 A 1926 


L£ 0 N H. DUPRIEZ, &ole des Sciences politiques et sociales de 
V University de Louvain 

Dans cette 6tude, nous nous proposons d’examiner d’un peu pres un 
cas particulier d’inflation monetaire, afin d’interpreter les diverses 
phases de I’adaptation economique qui doit s’ensuivre. Notre but sera 
de mettre en relief Taction de la quantite de monnaie et de la 
parity des pouvoirs d’achat dans des conditions donnees, ou la 
complexite et la longueur des reactions sont specialement raises en 
relief. 

On ne peut raieux faire, pour voir Taction de ces forces econoraiques 
profondes, que d’observer le cas suivant, oil la suite chronologique est 
raise en luraiere: une inflation assez forte se produisant soudaineraent, 
raais suivie d’une longue periode pendant laquelle toute inflation 
nouvelle est enrayee. Nous assirailerons a ce cas celui d’une inflation 
plus lente, raais accoraplie en temps de guerre, sous un regime de 
changes fixes et de prix reglementes; une adaptation reelle ne peut 
alors se produire qu’a partir du moment oil les controles sont aban- 
donn6s. Malgr6 Topinion fort repandue qu’en dehors d’une action de 
deflation positive ou de stabilisation, Tinflation doit s’engendrer et se 
perpetuer elle-meme, il existe divers cas d’inflation soudaine et rapide- 
ment enrayee dans Thistoire monetaire d’apres-guerre: la Belgique et 
la France en sont des exemples. Ce sont ceux que nous nous proposons 
d’examiner. 

Commen9ons par etablir les faits d’inflation. 

Le cas de la Belgique est le plus clair (cfr graphique I). L’inflation 
a et6 accoraplie k la fin de 1918 et au debut de 1919, les billets 6mis 
ayant pour but de reprendre a la population les marks detenus dans le 
pays; cette operation a ete accompagnee d’un emprunt de restauration 
nationale, destine en partie a restreindre Tinflation; raais le resultat 
a et^ plus que neutralise par Timpossibilite de fermer les frontieres 
pendant la reoccupation progressive du pays. Des juillet 1919, les 
avances de la Banque Nationale k I’fitat, qui comptabilisent ces echanges, 
se montent k 6,280 millions de francs. Ceci est un maximum qui est 
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reduit h 5,980 millions en fevrier 1920, puis encore progressivement 
mais d’une maniere peu perceptible, pour descendre a 5,680 millions 
au debut de 1926, avant la seconde inflation. L'arret de Tinflation pour 
compte de T^tat se marque dcs juillet 1919 dans les engagements a 



I. Les Aments mon^taires dc revolution economique de la Belgique et de la 
France de 1919 a 1927: la situation des banques d’emission, mensuellc' 
ment, cn milliards de francs. 


vue de la BaJique Nationale; ils atteignent k ce moment pres de 7,200 
millions de francs ct s’y tiennent jusque vers le milieu de 1923; ils 
montent alors par suite d’un accroissement du portefeuille commercial 
et se stabilisent un peu au-dessous de 8 milliards de francs de mars 1924 
au debut de 1926. 

En France, Tinflation s’est poursuivie pendant tout le cours de la 
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Stapes de l’adaptation a une inflation soudaine 


guerre, mais nous pouvons commencer Thistoire des adaptations 
mon^taires en mars 1919, lorsque le change sur New-York et Londres 
fut liber6. A ce moment, I’inflation n’etait pas arretee; elle se poursuit 
pratiquement jusqu’a la fin de I’annee 1919, quoique le maximum 
absolu se place a la fin de 1920. En decembre 1919 les avances a TEtat 
atteignent 26,300 millions, en octobre 1920, 26,800 millions. Plus 
tardivement qu’en Belgique, il se produit ensuite un recul analogue, 
de faible importance, qui ramene les avances a 23,200 millions a la 
fin de 1924. Cette derniere date marque le debut d’une nouvelle periode 
d’inflation. Les engagements a vue et les billets en circulation ne 
donnent pas une indication fort differente; leur augmentation est 
pratiquement enrayee des le debut de 1920, quoique le maximum 
soit en octobre. II y a ensuite une regression jusqu’en 1922, puis un 
accroissement lent, qui amene les chiffres de 1924 a environ un milliard 
de francs au-dessus de ceux de 1920, montant insignifiant sur des 
engagements a vue de 41 a 42 milliards. Ici Tinflation nouvelle se 
marque apres mars 1925. 

Les faits d’inflation monetaire, brievement synthetises ci-dessus, 
concordent done jusqu’en 1925 pour la France, jusqu’en 1926 pour 
la Belgique, avee les prcmices definies en commen9ant; nous estimons, 
en effet, pouvoir ecarter de cet expose la seconde inflation, celle de 
1925 et 1926, pour des raisons qui apparaitront plus loin. Examinons 
maintenant les phases dc Tadaptation, en commen9ant toutefois par 
determiner Tordre de grandeur de la hausse des prix que peut provoquer 
rinflation effcctuce dans chaque pays; il va de soi qu'aucun chiffre 
precis ne peut etre donne dans ce domaine, etant donne les modifications 
subies dans le volume des affaires et les usages financiers, ainsi que 
les repercussions de Tinstabilite monetaire sur la vitesse de circulation 
de la monnaie. La comparaison est aussi rendue difficile par Timprecision 
qui regne au sujet du volume et de I’usage des monnaies metalliques 
avant la guerre. 

Ces reserves faites, nous pouvons tenir compte des elements suivants. 
En Belgique, les engagements h vue moyens de la Banque Nationale 
en 1913 etaient de 1,081 millions, en 1920 ils etaient de 7,167 millions, 
soit dans un rapport de 100 a 663; d’apres des estimations, la monnaie 
metallique et fiduciaire etait de i ,400 millions en 1913 et de 7,200 millions 
en 1920, soit un rapport de 100 a 514. Sous les reserves indiquees plus 
haut, nous pouvons done admettre que des indices de prix de Tordre 
de grandeur de 500 a 600 representent une adaptation suffisante aux 
influences mon^taires. 
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En France, les engagements k vue de la Banque de France etaient 
d’environ 6,600 millions de francs en 1913 et de 41,800 millions en 
1920: la proportion est de 100 k 634. La circulation totale etait estimee 
en 1913 k 12,900 millions, mais elle comprend une masse de pieces 
d’or dont la vitesse de circulation etait extremement restreinte. S’il 
fallait en tenir compte, on arriverait a un coefficient d’environ 350 pour 
la circulation fiduciaire et de billon de 1920; mais celui-ci est manifeste- 
ment trop bas et il est plus correct de compter sur une augmentation 
de circulation effective de I’ordre de grandeur de 500 a 550. Le resultat 
n’est pas fort different des calculs portant sur la Belgique, vu Timpre- 
cision qui regne en la matierc. Ceci explique que les deux monnaies 
aient du s’engager dans une voie parall^le. 

L’adaptation des prix et des changes aux nouvelles conditions 
monetaires n’a malheureusement pas pu se faire en une seule fois; 
elle a exige des flux et reflux qui ont jete le trouble dans les esprits au 
sujet de Texplication des phenomenes et inquiete Topinion publique; 
ils ont permis aux interesses de croire a la depreciation monetaire 
continue alors que Tinflation etait arretee et ceci a rendu la tSche des 
gouvernements tr^s difficile de 1923 a 1925, parce que les fluctuations 
des changes paraissaient entourees de mystere. 

Pour la clarte de Texpose, il faut que nous distinguions nettement, 
dans le mouvement des changes et des prix, quatre phases d’adaptation; 
au cours de celles-ci nous verrons naitre des d&equilibres nouveaux, 
qui expliquerons la genese de la phase suivante. Ces phases peuvent se 
delimiter comme suit (cfr graphique II): 

phase, de hausse des prix, allant jusqu’au printemps de 

1920. 

2eme baisse des prix, allant jusque dans les premiers mois 

de 1922. 

3^0 phase, de hausse des prix, jusqu’en fevrier 1924. 

461110 phase, de stabilite relative, allant jusqu’a la veille de la seconde 
inflation. 

Au lendemain de la guerre, les prix de tous les pays furent entrain^ 
dans une hausse tres rapide, trouvant son origine k la fois dans I’inflation 
mondiale et dans les besoins enormes de marchandises qui devenaient 
tout-a-coup effectifs pour la reconstruction proprement dite, pour la 
reorganisation des entreprises sur un pied de paix et pour la reconsti¬ 
tution de la vie economique en general. En France, I’indice des prix de 
gros atteint 588 en avril 1920; en Belgique, I’indice officiel n’^tait pas 
encore etabli, mais divers recoupements nous permettent de dire qu’il 
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II. L’^volution compar^e des prix aux fitats-Unis, en Belgique ct en France, 
et les changes beiges et fran^ais, mensuellement de 1919 a 1927* 
Indices, en pour-cent de 1913 ou 1914 pour les prix, en pour-cent de la 
parity et moyennes mobiles de trois mois pour les changes. 


sont k rapprocher des coefficients d’inflation degages plus haut. Ils les 
depassent en effet legirement mais sont du meme ordre de grandeur. 
L’adaptation des prix interieurs a la circulation fiduciaire est done 

* Cfr L. H. Dupriez, M^thodes d^analyse de la conjoncture economique et 
leur application d V^conomie beige depuis 1897, p. 203. Uystpruyst, Louvain, 

1930. 
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accomplie et meme peut-etre depassee. Nous n’oserions toutefois pas 
pousser nos conclusions aussi loin, car toute Texperience ult^rieure a 
prouve qu’apres la guerre les prix fran^ais et beiges tendaient a se 
tenir regulierement en dessous des prix americains, compte tenu des 
changes. La paritc de pouvoir d’achat par rapport a 1913 oscillait 
autour du coefficient 0,90. 

Cependant les changes ne montent nullement dans la meme mesure. 
En France, et toujours en avril 1920, le dollar monte a 289 % de la 
parite,* en Belgique k 274 %. Or, ce point marque Tarret de la hausse 
pour une periode assez longue, mettant ainsi en evidence une modifica¬ 
tion des forces en action. L’explication de ce phenomene est aisee a 
trouver, si Ton regarde a Tetranger et specialement aux fitats-Unis, 
dont la monnaie nous sert de base de comparaison pour les changes. 
Les prix y etaient egalement en flies, les prix de gros atteignant le niveau 
de 247 en mai 1920. Sur cette base et etant donne le niveau auquel les 
prix avaient ete entraines dans les deux pays envisages, les monnaies 
beige et fran9aise ne pouvaient pas se deprecier plus sur le marche des 
changes. La parite de pouvoir d’achat etait atteinte et meme depassee; 
les prix americains multiplies par les changes donnaient 713 pour la 
France et 676 pour la Belgique. Les changes etaient ddji trop hauts 
pour les prix en vigueur. 

Mais la crise ne pouvait pas manquer de survenir apres une hausse 
aussi rapide des prix; elle ec]ata en mai 1920 et entrama naturellement 
tous les prix avec une rapidite en rapport avec celle de la hausse 
precedente. Ces baisses cycliques des prix ne sont pas conditionnees 
par la quantite de monnaie en circulation et il n’est pas etonnant qu’elles 
se soient produites partout, bousculant les conditions d’equilibre des 
monnaies entre elles. Elies allaient, au cours de la seconde phase, 
de juin 1920 aux premiers mois de 1922, susciter de nouvelles causes 
de trouble. 

Cette deuxieme phase se caracterise par les mouvements suivants: 

(1°) En fait de prix: une baisse qui atteint 48 % en France (de 588 a 
306), environ 47 % en Belgique (de 650 i 342) et 44 % aux fitats-Unis 
(de 247 a 138); 

(2®) En fait de changes: de courtes oscillations assez marquees mais 
sans modification fondamentale de niveau; toutefois les changes seront 
plus fermes au d^but de 1922 qu’au printemps de 1920. 

* Moyennes mobiles de trois mois utilis6es dans le calcul des schemas. Nous 
estimons que ce serait forcer les faits de raisonner sur des situations momen- 
tan^es de choses aussi variables que les changes. 
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Dans le domaine de la monnaie, le statu quo presque complet 
caract^risc cette p6riode en Belgique et en France. 

Quels sont les liens et les consequences de ces evolutions.^ Le 
mouvement qui scmble avoir domine la situation a cc moment est 
celui des prix dc gros a la baisse. Ces prix s’effondrent litteralement 
sous le contrecoup dcs exagerations de credit et de speculation commises 
jusqu’en 1920. L’intervention des factcurs non monetaires se marque 
par le fait du parallelismc frappant entre les baisses des fitats-Unis et 
dcs nations curopcennes, malgre des conditions monetaires nettement 
differentes. Aiissi les conditions d’equilibre des monnaies fran^aise et 
beige sont-elles detruites. Ceci sc passe precisement au debut de 1922, 
a un moment ou les budgets sont serieusement redresses, ou les Etats 
retrouvent des capitaux sur leurs marches nationaux, ou Topinion 
commence a envisager les questions monetaires avec plus de calme par 
suite d’unc stabilite relative dcs changes. 

Pendant les cinq premiers mois de 1922, marquant la fin de la 
deuxieme phase, des desequilibres de deux ordres sont a enregistrer 
par suite de la baisse des prix: le premier se rapporte a la theorie 
quantitative de la monnaie. Tandis qu’aux fitats-Unis la monnaie en 
circulation se trouvait reduite trte fortement de 1920 a 1922, rien de 
semblable n’eut lieu en France et en Belgique; la vitesse de circulation 
de la monnaie avait done du baisser tres considerablemcnt et tomber 
a un point qui ne pouvait raisonnablemcnt pas etre maintenu longtemps. 
Des que la depression cconomique s’attenuait, on devait assister a une 
hausse des prix tendant a rctablir Tequilibre avec la monnaie en circula¬ 
tion. C’est ce fait qui allait entrainer des consequences graves, puisque 
rien n’incitait les prix a montcr parallelement aux Etats-Unis, a cause 
de la deflation.* Le second desequilibre a trait a la theorie dc la parite 
de pouvoir d'achat; a la difference du premier, ilnc s’etablit que vers 
la fin de la phase etudice. Des juin 1921 les prix sont presque etales 
dans les trois pays en cause; en France ct en Belgique ils reagissent 
menie k peine aux fluctuations des changes. Ces derniers se redressent 
assez fortement au debut de 1922, creant momentanement une disparite 
de pouvoir d’achat au detriment de la France et de la Belgique. Cette 
disparite n’apparait pas bien forte sur le graphique II, mais elle Test 
plus si Ton tient compte du decalage normal des courbes apres la 
guerre. Elle est en tous cas suffisante pour mettre cn branle une hausse 
des changes qui inaugurera, en mai 1922, la troisieme phase de revolution. 

* II est sans int^rSt, pour notre etude, de determiner si la deflation aux Etats- 
Unis a ete voulue ou spontanee; il nous suffit de constater qu’elle a eu lieu. 
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En mars 1922, la situation generale se presente comme suit: 


Pays 

Indicf* de la 
circulation 

Indice 
des prix 

Indice 
des changes 
New York 

Changes 

X prix 
fitats-Unis 

Indice de 
disparity* 

France 

Vers 515 

360 

215 

305 

I18 

Belgique .. 

Vers 600 

350 

229 

325 

108 

fitats-Unis 

— 

142 

— 

— 

— 


* Parity th^orique 100, T^quilibre r^el s'^tablissant plut6t vers Tindice 90 
apres la guerre. 


Du printemps de 1922 jusqu’en fevrier 1924 nous allons done assister, 
tres logiquement, aux readaptations necessaires. D’une part, les prix 
interieurs devront monter, en France et en Belgique, pour se conformer 
de nouveau a la quantite de monnaie en circulation; d’autre part, 
la parite de pouvoir d’achat avec les fitats-Unis, apres avoir et^ leg^re- 
ment redressee, devra etre maintenue dans ses grandes lignes. Comme 
les prix aux iStats-Unis restent relativement stables, ceci ne pourra 
s’accomplir que par une depreciation des francs fran9ais et beige sur 
le mareW des changes. 

C’est ce qui se produit effectivement: le branle est donne par le 
fait de la disparite des pouvoirs d’achat, qui suscite, en mai 1922, une 
hausse du dollar k Paris et a Bruxelles. Des que le mouvement est en 
route les prix se mettent k monter sans rencontrer de resistance. La 
hausse elle-meme suscitera les achats et creera une periode de con- 
joncture favorable, au cours de laquelle la vitesse de circulation s’accroit. 
Devant la hausse du dollar, il se cree meme un esprit de panique au 
cours des derniers mois de 1923 et celui-ci engendre la situation 
critique de fevrier 1924. 

A ce moment, les changes ont depasse le niveau d’adaptation et ce 
fait se traduit meme dans les moyennes mobiles sur lesquelles sont 
bas& nos calculs: 


Pays 

Indice de la 
circulation 

Indice 
drs prix 

Indice 
des changes 

Changes 

X prix , 
EtatS'Unis 

Indice de 
disparity 

France 

Vers 550 

544 

415 

631 

86 

Belgique .. 

Vers 650 

642 

488 

742 

86 

fitats-Unis 

— 

152 

— 

— 

— 
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Les changes ont done depasse, dans la panique, leur niveau d’adapta- 
tion aux prix et a la circulation; aussi Tintervention de la Banque de 
France pour faire baisser le cours du dollar et enrayer la panique est-elle 
aisement couronnee de succ^s. Elle ramene les changes et Ics prix 
a un niveau un peu inferieur, qu’ils atteignent des le mois d’avril 1924 
et autour duquel ils oscillent jusqu’au moment de la seconde inflation. 

Au cours de cette quatrieme phase, que nous* appellerons phase 
d’adaptation, il est necessaire d’examiner separement la France et la 
Belgique. En France, elle dure d’avril 1924 k mars 1925 et se trouve 
caracterisee comme suit: indice de la circulation vers 550, indice des 
prix remontant de 450 a 514, indice des changes passant de 338 a 365. 
La reaction de la Banque de France avait amene un certain exces de 
baisse et Ton s’acheminait de nouveau lentement vers des niveaux en 
rapport plus etroit avec la circulation monetaire. Les evenements qui 
allaient donner le branle a la nouvelle inflation, en decembre 1924 
et avril 1925, pesaient d’ailleurs deja sur la situation. 

Aussi est-il plus interessant de considerer la phase d’adaptation en 
Belgique, parce qu’elle y a dure d’avril 1924 a mars 1926. Pendant 
ces deux annees, I’indice de la circulation est reste vers 650; I’indice 
des prix de gros a oscille entre 547 et 577, sans tendance determinee; 
rindice des changes sur New York est passe lentement de 399 k 425 
(taux de la premiere stabilisation), ce qui donne un nouveau coefficient 
changes x prix fitats-Unis allant de 586 a 663. Apparemment, les prix 
ne devaient pas monter autant que la circulation, par suite de I’inter- 
vention de facteurs tels que I’augmentation de population (le Luxem- 
bourg est maintenant inclus dans le territoire monetaire), car ils ne 
manifestent plus aucune velleite de monter. Ceci est d’autant plus net 
si Ton considere que les changes ont subi un complement d’adaptation, 
avec des repercussions directes sur les prix des produits d’importation. 
La disparite de pouvoir d’achat avec les fitats-Unis parait normale 
d’avril 1924 k mai 1925, en ce sens qu’elle correspond au decalage 
habituel des annees etudiees. Elle s’accroit ensuite sensiblement par 
suite de la divergence entre les conjonctures beiges et americaines. 
Ici nous sommes dans une phase de depression legere, pesant sur les 
prix, tandis que les prix montent aux fitats-Unis. Si des faits nouveaux 
n’etaient pas intervenus, pareille situation se serait rectifiee par une 
hausse des prix en Belgique ou par une baisse du change sur New 
York; mais ces faits etaient deja mena9ants et pesaient, dans une certaine 
mesure, sur la situation. 

L’histoire des adaptations des changes et des prix k 1 ’inflation de 
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1919 se clot en mars 1925 pour la France, en mars 1926 pour la Belgique. 
II faut que nous nous justifions maintenant d’avoir pousse I’analyse 
jusqu’a ces dates, sans faire intervenir les facteurs qui ont alors emporte 
les monnaies fran^aise et beige. Comment ceux-ci n’ont-ils pas eu une 
action efficace et importante sur les changes plus tot, alors que les 
menaces s’accumulaient? La reponse est claire et aisee, si nous nous 
tenons sur le terrain de la theorie quantitative et de la th^orie de la 
parite des pouvoirs d’achat. II y a eu, a partir de mars 1925 pour la 
France, de mars 1926 pour la Belgique, un fait nouveau, Tinflation. 
Celle-ci n’a evidemment pas ete spontance; ellc a trouve sa source 
dans des difficult^ budgetaires et dans la crise de credit public qui a 
empeche la consolidation de la dettc a court terme; des avant que 
rinflation ne fut chose faite, la faiblesse des changes a ete accentu^e 
par Tevasion des capitaux que provoquaient les craintes generales. 
Celles-ci ne pouvaient toutefois creer que des hausses peu accentuees de 
changes tant que les menaces d’inflation n’etaient pas remplacees par 
une inflation effective. 

L’histoire monetaire de la France et de la Belgique confirme done, 
dans ses flux et reflux, les lois de tendance qui determinent les niveaux 
vers lesquels doivent s’orienter les monnaies, dans des circonstances 
donn^es. File nous incite seulement a mieux considerer la complexite 
de la vie ^conomique, k reconnaitre la longueur des processus d’adapta- 
tion, k tenir compte des influences extrinseques qui viennent modifier 
les conditions memes de Tadaptation. 

En raisonnant, ainsi que nous avons ete obliges de le faire, par 
rapport aux niveaux de 1913, un certain degre d’imprecision a neces- 
sairement du se glisser dans nos chiffres, sinon dans les deductions 
sur les mouvements. II va de soi que dans les mouvements de surface 
et les soubresauts passagers, les influences politiques, les transferts de 
capitaux, Tetat de la balance des comptes jouent un role permanent; 
loin de nous Tidee de le nier en nous reportant aux influences plus 
profondes qui les dominent. Ces dernieres ont d’ailleurs une influence 
plus precise, plus dosee que ne I’indiquent meme les commentaires 
ci-dessus. C’est ce qui ressort de Texamen compare des changes fran^ais 
et beiges. 

Les faits a la base de cette these sont les suivants: de 1919 k 1925, 
les changes beiges et fran9ais ont subi les memes oscillations, tant de 
detail que d’ensemble: mais tantot le change fran9ais etait le meilleur, 
tantot e’etait le change beige. Dans chaque cas, la difference peut etre 
tracee jusqu’i des differences dans la situation monetaire. Voici, en 
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effet, comment les deux changes se comportent Fun par rapport a 
Tautre: 

(i®) jusqu’i la fin de 1920, le change beige s’am^liore par rapport 
au change fran9ais: k Bruxelles le franc fran9ais etait a 104*74 en 
janvier 1919 et ^94-78 en decembre 1920; 

(2®) de decembre 1921 a aout 1923, le change fran9ais reprend le 
dessus, remontant k 124*24 et il maintient sa position jusqu’en mars 
1924 (a 121*22); 

(3®) de mars 1924 a fevrier 1926, il flechit de nouveau plus vite, au 
point qu’il est cote 80 *88 a Bruxelles k cette derniere date. 

Le premier mouvement, etablissant une appreciation relative du 
franc beige, doit etre attribue a une particularite de la situation mone- 
taire de la Belgique sur laquelle nous n’avons pas attire Tattention 
jusqu’ici. Nous avons, en effet, raisonne sur les engagements a vue 
de la Banque Nationale, Or, en juillet 1919, lors de Techange des marks, 
une bonne partie de la circulation nouvelle fut gardee en reserve par 
les detenteurs: il y cut 4,681 millions de billets et 2,500 millions de 
comptes courants a ce moment-la. La presque totalite de cette derniere 
somme representait, au point de vue de Taction sur les prix, un potcntiel 
d’inflation plutot qu’une inflation realisee; il s’agissait de sommes 
accumulees et immobilisees pendant la guerre. On ne pouvait les 
remettre brusquement en circulation effective a un moment oil presque 
tout Tapparcil dc production etait immobilise. Or, rien de semblable 
n’existait en France, oil Tinflation avait cte plus graduelle et oil les 
billets avaient suivi les engagements a vue. 

Cette situation, toute momentanee, devait avoir une action sur 
les changes, en fixant moins haut le plafond qu’ils devaient normalement 
atteindre en Belgique; elle se maintient jusqu’au cours de 1920, les 
comptes courants etant ensuite remplaces graduellement par les billets; 
ils diminuent, en effet, de i,8i6 millions en moyenne en 1920, a 
1,024 i^iillions en 1921, 712 millions en 1922 et 351 millions en 1923; 
ceci etait un chiffre en rapport avec les besoins des transactions. 

Le redressement relatif du franc fran9ais de decembre 1920 a aout 
1923 trouve aisement son explication dans la conjugaison de deux 
facteurs. D’une part, en France, la circulation est legerement restreinte 
en 1921 et maintenuc les deux annees suivantes. D'autre part, en 
Belgique, les billets en circulation continuent a augmenter Icntement: 
en 1921 et 1922 par le remplacement des comptes courants, en 1923 
grace a une augmentation de Tescompte commercial en rapport avec 
la bonne conjoncture. Sans Tintervention d’aucun nouveau facteur 
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d’inflation au sens strict, ni de considerations d’ordre psychologique, 
le plus grand flechissement du franc beige s’explique done. 

La troisifeme phase est celle du maintien du franc beige, pendant 
que le change fran9ais fl^chit, la divergence s’accusant surtout k partir 
du printemps de 1925. La cause ne doit pas en etre cherch^e bien 
loin: d’une part existe une stabilite absolue de la circulation fiduciaire, 
d’autre part, Tinflation s’annonce et se realise. La solidarity franco-beige 
des changes a existe sans le moindre doute, mais elle a ^te telle qu’elle 
a laisse jouer les lois economiques, jusqu’a permettre des rectifications 
de peu d’envergure dans les situations respectives des deux pays. 
Ces lois economiques profondes n’empecheront d’ailleurs pas qu’au 
cours de Fhiver 1925-26, Tentramement du franc fran9ais accroisse 
les evasions de capitaux de Belgique et aggrave une situation des finances 
publiques qui allait provoquer un second accident. Mais il est un point 
essentiel pour la doctrine: e'est que les effets monetaires de cette 
situation ont ete contenus jusque dans les derniers moments. 



THE PHYSIOCRATIC THEORY OF TAXATION 


LUIGI EINAUDI, University of Torino 
[The letters indicate the references at the end of the article) 

1. That the Physiocrats can rightly pretend to have consciously 
endeavoured to build for the first time a co-ordinated system of 
economics is perhaps to-day a commonplace dictum. 

There are rivals to the claim to the title of Founders of Economics; 
but nobody can contest to the Physiocrats the attribute of “conscious’’ 
pretenders to the title. The Tableau oeconomique may be incompre¬ 
hensible, but it is certainly an earnest effort to offer a scheme of the 
endless and ever revolving process of production and consumption. 
Here ends, however, their rightful claims; because their celebrated 
special doctrine of the “produit net,” ridiculized at once by the 
Voltairien satire “L’homme aux quarante ecus,” fell soon flat under 
the criticism of the economists, who progressively extended the concept 
of productivism from agriculture to all other species of human activity. 
The single tax on the net product theory was not reawakened under 
the guise of the modern theories of the tax on rent or on unearned 
incomes. Henry George quoted the Physiocrats among his precursors; 
but it was a lip-homage and did not avail very much to vindicate 
Physiocratic theories amid the scientific fraternity. 

The purpose of the present paper is to point out that full justice 
is not done to the Physiocrats by the identification of their fundamental 
tax concept with the single tax on the agricultural net product’s tenet. 
There is in the physiocratic literature, amid much verbose amplification 
and inexact wording, something which cannot be cursorily identified 
with the usual textbooks’ time-honoured “single tax” and “net 
product” shibboleths. In vindicating the Physiocrats against the 
traditional exposure, I will do no more than reproduce their reasonings 
in what seems to me their true logical order. 

2. Taxation, let us firstly assert, is not an arbitrary act of man. If taxes 
are bad, evil consequences follow (a). The physiocratic approach to 
the tax problem is truly scientific. They don’t say that tax ought to be 
such and such by some a priori reason. Only they assert that some 
taxes are capable of producing some effects, commonly called good; 


E 
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while other taxes will have other results, deemed bad by common 
consent. And “that is all.’* 

3. The legal taxpayer is not necessarily the real de facto taxpayer. —If 
I pay to somebody a 100 francs wage, that is the price of the work 
done by him, the “necessary” price, viz. the competitive price paid 
to him in a free market. Should a tax of 100 francs be levied on him, 

I shall be obliged to raise his wage to 200 francs, in exchange of which 
I shall receive the same services as formerly I did. Is it not evident, 
then, that the tax is paid by me and not by the man taxed (6)? 

4. A tax not only may be in the end paid by men different from those 
legally bound to pay it, but it may even increase the income of some 
members of the community. —Let us suppose: 

“That producers are bound to sell the taxed commodity at what¬ 
ever price; 

“That the taxpayer’s demand of the taxed commodity is elastic; 

“That the taxpayer’s demand is not sufficient to absorb, at the 
given pre-tax price, all the quantity offered.” 

It follows: 

“That some taxpayers cannot consume the same quantity of the 
commodity at the old price when a tax on the commodity is directly 
levied on them; 

“That producers will therefore be obliged to reduce the price; 

“That the price being the same for all consumers, tax-exempt 
consumers will benefit by paying a reduced price, which is equivalent 
to an increase of their incomes” (c). 

The reasoning is noteworthy for the stress put on the consumer’s 
income, on the different reaction of different classes of income to 
increases of prices, and on the concept that consumer’s income is the 
final originator of price variations. 

5. Taxes, if put on unsuitable objects, shift until they reach their proper 
object {d). —For instance, the rate of interest is determined on the 
market by the conditions of supply and demand. Tax cannot change 
these conditions and therefore does not change the natural market net 
rate of interest. Tax, however, put on lenders is shifted on the 
debtors (e). If a tax reduced the rent of houses under the level sufficient 
to pay expenses and leaving the usual builder’s profit, the number of 
houses built would decrease and old houses will by-and-by deteriorate. 
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At the end, rents must increase so as to recoup houseowners for the 
tax paid (/). 

6. Taxes cannot hit production costs; if put on costSy a shifting process 
necessarily takes place. —The products of the land must firstly maintain 
the men who till the land or extract the products thereof, who manipu¬ 
late or transform these products or transport them (g). Taxes cannot 
reduce incomes below their natural level. 

7. The shifting of taxes put on unsuitable objects is a costly process^ which 
causes losses of national income .—The adepts of the Physiocratic Sect 
subtly elaborated the distinction between old known taxes, whose 
effects may be discounted by entrepreneurs, and new taxes which hit 
entrepreneurs when already engaged in production. The first are 
obnoxious enough (A); but the last are greatly worse (1:). Saint-Peravy, 
especially, has analysed the difference between the old and the new 
tax, which, if unforeseen, he calls impot survenant. Making the hypo¬ 
thesis that the land for each 100 units annually advanced would 
normally give back to the farmer the same 100 units, plus 10 % interest, 
plus a surplus of 100 units (the doubling, in a rational system of 
production, of the advances made is a peculiar tenet of the sect, but 
is not a necessary theoretical feature of their system), Saint-Peravy 
observes that an unforeseen tax, put on farmers during the currency 
of their tenancy, reduces their possibility of making advances, and 
therefore reduces, by a double amount, the annual flow of products; 
so that in the end landowners would have been vastly better off if 
they had voluntarily offered to pay, from the very beginning, the tax 
wrongly laid on farmers (^). Dupont De Nemours enlarges on the 
same point, describing in an impressive way the evil consequences of 
taxes wrongly laid and temporarily not shiftable, and concludes with 
the famous dictum: Indirect (or wrongly laid) taxes make poor the 
farmers. The poor farmer makes poor the kingdom. The poor kingdom 
makes poor the king (/). 

8. The proper object of the tax is that part of the national dividend 
which is the necessary remuneration of the political class. —^Physiocrats, 
by saying that land alone was capable of creating a net product and 
that tax ought to be laid exclusively on the same net product, did 
themselves involuntarily great wrong. Let us for a moment drop 
the “net product*’ theory and focus our attention on its characteristics. 
Then, net product appears simply to be the free income of the land- 
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owning class. The income is free or disposable, because the recipient 
does not receive it as a compensation of an economic service. The 
recipient of the free income can live without being obliged to work 
or to attend to economic occupations. His time is therefore free and 
can be devoted to public service. His income, not being the necessary 
remuneration of an absorbing occupation, can be diverted in part to 
public purposes (m). Nor must we put too much stress on the fact 
that the “free’’ income goes to the “landowning” class. Physiocrats lived 
amid a society whose principal source of free income was land. 
Capitalists, manufacturers and merchants were too busy with their 
occupations to have much time left for public service. Capitalists and 
merchants themselves, when rising to affluency, bought land as a first 
step to nobility, and wishing to qualify their sons to charges in the 
Courts of Judicature, in the Army, or in other Public Departments. 
Turgot is at great pain in the effort to distinguish between the man 
Capitalist and his income. As a man, the capitalist is a member of the 
free class (n); but nothing can be retrenched from his income for 
taxation purposes, because the interest from capital would fall below 
the level necessary to promote saving and investment (o). Wages of 
labour and profits of manufacturers and merchants are not free for 
State service, neither as to incomes or as to recipients of income. 
Industrial occupations render the recipients unfit for higher tasks. 
Interest of capital is at half-way; not disposable as income but apt 
to allow the recipient enough leisure to attend to public service. Full 
dignity, however, is reached only by the proprietary class, whose income 
and time are both free for taxation and State service. According to the 
Grand Duke of Baden, the income of the landowning class must be 
devoted: (i) to public contributions; (2) to the upkeeping of the land; 
(3) to the protection of land cultivators against their oppressors; (4) to 
useful private expenditure apt to give employment to needy labourers; 
(5) to the discharge of public duty, without salary or without a salary 
proportioned to the importance of the services done (p). The so-called 
“free” or “disposable” or “gratuitous” income of the landowning 
class is therefore not free or disposable or gratuitous at all. These are 
simply words used by physiocrats to connote the underlying fact that 
there is in the national dividend a part which is not absorbed by the 
necessary minimum or market remunerations of the “economic” 
classes, viz. labourers, farmers, manufacturers, merchants, and capital¬ 
ists. There must be, in the total dividend, a quota which must be 
devoted to public purposes. In the curious dictionary of the physiocrats 
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free, or “disposable,’’ income means simply an income which, being 
free from the necessity of maintaining the economic classes, must be 
devoted to socially important purposes: the conservation and increment 
of the source of national income, viz. land, the protection and 
defence of common people, the personal service in the interest of the 
commonwealth, and the defraying of public expenditure. The language 
of physiocrats was indeed peculiar, and their ideal of a commonwealth 
governed by a landowning aristocrat class was the outcome of an epoch 
which was fast disappearing. The duty of the interpreter is not to 
enlarge on these peculiarities, but to throw light on the substance of 
their teaching, which seems to be that in an orderly, progressive society 
the national dividend reaches a maximum when a sufficient quota is 
devoted to the maintenance of the political governing class. 

9. The ''free'' part of the national dividend cannot he entirely appro¬ 
priated by the State. —If it were, a type of society very different from 
the physiocrat’s ideal would become dominant. Public services, instead 
of being performed in part by the independent landowning governing 
class, ought to be the exclusive duty of State servants paid with the 
yield of taxes. The State, viz. the hierarchy of public servants—in the 
Physiocrat’s language, the Prince and his Court—would be the only 
master and distributor of the “free” part of the national dividend. 
Evil social and economic consequences would follow. The State must 
act through salaried officers, who, not being interested in the property 
and in the maintenance of the land, would rob it during their tem¬ 
porary tenure of office. Riches could only be got through the favour 
of the Prince. Corruption would be rampant. Ill-gotten riches would 
be dilapidated or exported to foreign countries. The capital city would 
immensely grow at the expense of lesser cities and of the countryside. 
Agriculturists would be discouraged, nobody taking care of the future 
of the land. The governing class would fall from independence to 
servitude. Soldiers and judges would become salaried men, servile as 
other wage-earning classes. Speculators and jobbers only would thrive 
amid the universal subservience, thus creating an independent repub¬ 
lican invisible State in the bosom of the legal Government. The least 
foreign effort would suffice to overthrow a State impotent through its 
very omnipotence. 

10. Physiocrats, as is well known, were the theorists of a despotic 
government. Their despotic Sovereign is, however, only the Agent 
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through which Natural Laws must be ascertained and promulgated. 
If the Sovereign does not discover the just laws, the Judge, an inde¬ 
pendent Judge too, must declare them void and without effect. There¬ 
fore the Sovereign must not be the universal master of economic 
affairs. If tax absorbed the whole of the “free"’ part of national income, 
disaster would follow. The Sovereign, instead of simply being the 
declarator of Natural Laws, to be kept in check by the Judge, would 
become the fountain of all power and favour, thereby conducing 
human society to a decadent state (^). 

11. TaXy if kept within its rational limitsy is not a burden at all. On the 
contraryy is a condition toward the maximization of the national divi'- 
dend. —It was Mercier de la Riviere who stated, better than any other 
member of the sect, the general physiocratic feeling about the true 
nature of the tax. If the general chain of reasoning thus far laid down 
is correct, viz. if tax is not the arbitrary act of man, and put on un¬ 
suitable objects, is shifted until it reaches its proper object; if that 
object is that part of the national dividend which is the necessary 
remuneration of the political class, and if the State can appropriate 
directly only a portion of such remuneration; then it follows logically 
that taxes are not a burden at all. ‘T regret giving to public revenue 
the name of tax, because tax is always a bad announcement of a 
crushing burden, of which everybody wishes to be exempt. Public 
revenue, on the contrary, is not frightful at all. If we go back to its 
origin, we see that tax is born out of its very utility’* (r). Taxes are 
useful to farmers because it is indifferent for them to pay the rent 
wholly to landowners or partly to these and partly to the State, and 
they get in return protection from the Sovereign. Landowners are not 
burdened, because their rent would have been vastly lower if public 
protection did not make possible investments and betterments in the 
land cultivation. Taxation is useful to wage-earners, because without 
it no wage-paying enterprise could be started (^). 

12. The only modification that needs be introduced in the physio¬ 
cratic tax theory is a formal one. They presumed to have discovered 
in the rent of land the true object of taxation. Theirs was, indeed, 
only an historical, contingent identification. The economists who 
followed them identified, in their turn, the physiocratic with the 
ricardian rent of land, and easily concluded that it was not a proper 
nor a sufficient object of taxation. There is not, however, the slightest 
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basis for such an identification. The Ricardian rent is a differential 
quantity, the outcome of the equal market price of goods produced at 
different costs. We may stretch it so as to include other differential or 
even monopoly incomes, but we cannot get rid of the idea that such 
differential or monopoly incomes are the result or fruit or consequence 
of some peculiar circumstances or qualities or characteristics of the 
land or other privileged sources of income. It may be argued that 
such incomes can be conveniently appropriated by the State; that they 
are the least inconvenient or, may be, the best object of taxation; we 
never get rid of the idea that even the best-laid tax is a burden on 
somebody. The true physiocratic contribution to the theory of taxation 
was fundamentally different. They argued that the national dividend 
included an unknown quantity—let us forget for a moment their 
shibboleths about the net product—^which was the remuneration of 
the political class. That unknown quantity is not the property of 
farmers, wage-earners, manufacturers, capitalists, etc., because it is the 
fruit of the work done by the political class, acting either individually 
or collectively, through the agency of the State. The devolution, 
through the device of taxation or otherwise, of the unknown quantity 
to the political class and to the State is not a burden on the taxpayers, 
any more than the devolution of wages to wage-earners or of interest 
to capitalists or of profit to entrepreneurs is a burden on other classes. 
It is firstly a problem of producing and then of distributing the whole 
national dividend to all the interested parties. It is not correct, from 
the point of view of the history of economic theory, to make a fuss 
about the obsolescent features of the physiocratic theory. We may not 
accept their identification of the “unknown quantity*’ with the so-called 
“net product,” and of the political class with the remnant of the old 
feudal proprietary class in the eighteenth-century France. We are bound 
to take account of the inner true signification of their creed. I don’t 
say that physiocrats were the first and the only economists who 
formulated correctly the taxation problem. It cannot be gainsaid that 
theirs was the first conscious endeavour to formulate correctly that 
problem as a problem not of a burden laid on individual producer’s 
shoulders for the sake of keeping the consumptive governmental 
machine going, but as a problem of distribution between productive 
agents—^the State being counted among them according to his proper 
nature—of a total national dividend produced by the same agents. 
Hints may be traced here and there to older writers; the full conscious 
formulation of the principle is first found in the physiocratic literature. 
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NOTES 

(a) “11 ne depend pas des hommes d’asseoir rimp6t selon leur caprice. . . . 
Personne ne conteste aux ignorans le pouvoir physique de tomber dans de 
grandes erreurs; mais les loix naturelles les soumettent alors k des punitions 
tres s^veres, in^vitablement attach^es k ces erreurs, et c*est tout ce que Pon 
veut dire ici.**— Dupont De Nemours, De Vorigine et des progrks d*une science 
nouvelle, 1768, p. 40; ed. Paris, 1910, p. 20. 

(b) “J’ai k mes gages un homme k qui je donne 100 francs, parce que 
100 francs sont le prix n^cessaire de sa main-d^oeuvre, le prix fix^ par une 
concurrence 6tablie sur une grande liberte: ces 100 francs sont a lui; il les 
re9oit de moi en ^change d’une valeur de 100 francs en travaux: ^tablissez 
sur lui un imp6t de la meme somme; il ne pourra plus vivre, k moins que je 
ne lui donne 200 francs. Cependant pour ces 200 francs, je ne recevrai de lui 
que les memes travaux, que la meme valeur qu’il me donnoit auparavant; 
il y aura done la moitid de cette somme que je lui donnerai sans qu’il I’achete, 
et dont il se servira pour payer Timpdt: d’apres cela n*est-il pas sensible que 
e’est sur moi que Pirnpdt retombe, et non pas sur lui? Tout imp6t acquitt^ 
par un salari^ dont les salaires augmentent en proportion, n’est certainement 
point supporte par le salari^; cet imp6t est a la charge de ceux qui, par 
1’augmentation de ses salaires, lui fournissent gratuitement les moyens de 
payer.”— Mercier de la Riviere, UOrdre naturel et essentiel des societds 
politiques, 1767, ii, pp. 112-13. 

(c) “A regard d’un imp6t sur la vente des productions cueillies dans 
I’int^rieur de la nation, et dont le commerce reste libre cependant entre le 
vendeur et Tacheteur, comme il n’est pas possible d’y assujettir toute une 
meme espece de productions, il en r^sulte un inconvenient singulier: cette 
marchandise diminue de prix non seulcment pour les consommatcurs qui ne 
peuvent se la procurer qu’en payant des droits; mais encore pour tous les 
autres qui n’ont point de droits k payer, en supposant n^anmoins que cette 
production ait besoin de cette premiere classe de consommatcurs. Chaque 
lieu oil se cueille une production est une sorte de marche public forme par la 
concurrence des vendeurs: Ik, chacun achete au meme prix, toutes choses 
^gales d’ailleurs; et la concurrence des acheteurs ^tablit un prix courant qui 
devient une loi commune: que vous ayez des droits a payer apres I’achat, ou 
que vous n’en ayez point, vous n’achetez ni plus ni k meilleur march^. Ainsi 
dks que parmi les consommatcurs dont le d^bit d’une production a n^cessairc- 
ment besoin, il s’en trouve qui sont charges de payer des droits, ils sont forces 
de diminuer le premier prix d’achat; et cette diminution fait tomber 6galement 
le prix courant de cette production pour tous les autres acheteurs. Je dis que 
les consommatcurs sujets aux droits sont forc^^s de diminuer le premier prix 
d’achat, et cela est facile k concevoir: I’etablissement de ces droits n’augmente 
point, dans ces consommatcurs, les moyens qu’ils avoient pour d^penser; il 
faut done qu’ils achetent cette production moins cher, ou qu’ils en achetent 
une moindre quantity, la surabondance de cette production en fait ndeessaire- 
ment diminuer la valeur. Impossible done d’empecher que le prix de cette 
production ne diminue et ne diminue pour tous les acheteurs indistinctement.’’ 
—Mercier de la Riviere, UOrdre naturel et essentiel des sociMs politiqueSy 
1767, ii, pp. 208-10. 

{d) “Quand on veut, disait un grand ministre, tirer les choses de leur 
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centre et de T^l^ment qui leur est propre, il faut de la force, il faut du travail; 
mais elles se replacent d’elles-mcmes.”— Mirabeau, Theorie de Vimpdty 1760, 
p. 359 - 

{e) ‘*La proportion entre les preteurs et les emprunteurs est la seule cause 
decisive du prix de Targent ou de son intdret. La loi ne pouvant pas changer 
la raison de ce concours g^n^ral, le taux des contractants se rendra toujours 
independent de son autorite. L’empruntcur ne doit pas mieux reussir a forcer 
le preteur de subir la diminution de Timpdt sur son interet, que de preter a 
un fur plus bas que celui du concours general. On ne peut pas plus le presumer 
maitre de la premiere condition que de la seconde. Ainsi le fur naturel de 
Targent prenant toujours Tascendant sur le fur legal qui s’efforce cn vain de 
le saisir et de le fixer, la reprise de Timpdt sur les rentes est calcuiee par le 
preteur, et exigee par lui en sus du fur naturel; ce qui le fait rencherir et 
retomber sur Pemprunteur qui s’abuse, s’il pretend le gagner.”— Saint- 
PeRAVY, Memoire sur les effets de Vimpdt indirect sur le revenu des propridtaires 
des bien-fo 7 ids, 1768, p. 66. 

(/) “Le terrein sur lequel elles (les maisons) sont construites; les materiaux 
qui les composcnt, et la main-d*oeuvre qu’a coute leur arrangement, repre- 
sentent le capital qui forme leur valeur. Cette maniere de I’employer ne peut 
etre censee avoir ete adoptee par personne, que dans la certitude d’en rctirer 
un profit combine avec celui de ces autres cmplois, et cn raison de leur solidite. 
Rien ne doit pouvoir diminuer cette proportion. Cc n’est point rimp6t qui 
doit reussir k Taffaiblir; il est incontestable qui il doit etre aux depens du 
locataire en rencherissement des loyers. En effet, supposez un instant qu’il 
soit retenu aux possesseurs des maisons, en deduction des baux; alors I’emploi 
de Targent en batisse deviendroit moins favorable que tous ceux dont il est 
susceptible dans les mains de Tindustrie; aussi-tot on cesseroit de construire 
de nouvelles maisons; on refuseroit meme de rebatir cellcs que le feu et la 
vetuste detruiroient; consequemment le nombre en diminueroit, jusqu’a ce 
que la demande en concurrence des locataires, eut eleve le prix des loyers au 
pair de I’indemnit^ de I’impdt cn faveur des possesseurs de maisons.*’— 
Saint-Peravy, pp. 68-69. 

(g) “1° A la subsistance de ceux qui les font naitre. 2° A la subsistance 
de ceux qui les fa^onnent. 3^^ A celle de ceux qui les voiturent; ce qui comprend 
Agriculture, Industrie et Commerce. Toutes ces parties sont de droit franches, 
libres et immunes.”— Mirabeau, p. 424. 

(/i) “Si Ton etablissait des impositions sur les personnes, sur les mar- 
chandises, sur les d6penscs, sur les consommations; la perception de ces 
impositions serait fort couteuse; leur existence generait la liberty des travaux 
humains, et augmenterait necessairement les frais de Commerce et de culture. 

“Cette augmentation de frais de commerce et de culture, ces taxes dis- 
pendieuses entre la production et la consommation, n’augmenteraient la 
richesse d’aucun acheteur-consommateur, et ne pourraient faire depenser a 
qui que ce fut plus que son revenu. 

“Elles forceraient done les acheteurs k m6soffrir sur les denrees et les 
mati^res premieres, en raison de la taxe, et de la perception couteuse de la 
taxe, et de I’accroissement de frais interm6diaires de commerce et de fabrication 
que la taxe et sa perception occasionneraient. 

“Elles feraient done baisser necessairement d’autant le prix de toutes les 
ventes de la premiere main. 
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“Les cultivateurs qui font ces ventes se trouveraient done en deficit dans 
leur recette, de toute la diminution du prix de leurs denr^es et matieres 
premieres. 

“Ils seraient done forces d*abandonner la culture des terreins mauvais ou 
m^diocres, qui avant la diminution du prix des productions, ne rendaient que 
peu ou rien par de-Ik le remboursement des frais de leur exploitation, et qui 
par cette diminution de la valeur des r^coltes ne pourraient plus rembourser 
ces frais n^cessaires pour les cultiver. De-Ik naitrait une premikre et notable 
diminution dans la masse totale des subsistances, dans Taisance du Peuple, et 
bientdt dans la population. 

“Les cultivateurs seraient forces en outre, de retrancher, ou sur le revenu 
des propri^taires, ou sur les d6penses de leur culture, une somme 6gale au 
deficit qu’ils ^prouveraient dans leur rccette.“— Dupont de Nemours, 1768, 
pp. 42-43; 1910, pp. 21-22. 

(0 “Mais si Timposition augmente pendant le cours du bail du fermier, 
elle enleve les avances d’exploitation avec un progres tr6s rapide; elle 6teint 
le produit total qui doit fournir le revenu, restituer les reprises du fermier, 
payer les salaires aus ouvriers employes k la culture, et entretenir les engrais 
de la terre; alors les biens se d^teriorent et tombent en non valeur. Ainsi 
rimposition qui enleve les richesses d’exploitation, est une devastation qui 
mine les fermiers, qui an^antit les revenus des proprietaires et du souverain 
et qui eteint la retribution dont subsistent les autres classes d’hommes.”— 
Mirabeau, pp. 477-78. 

(k) “Pour peu qu’on examine le sort des fermiers, qui, presses par la 
creation d’un nouvel Imp6t, n’ont d’autres ressources pour y satisfaire que 
leurs reprises composees de leurs avances annuelles avec leurs interets; si le 
genre de leur culture n’est fonde que sur des avances annuelles, il n’est pas 
douteux qu’ils commenceront pour sacrifier ces interets pour ne point entamer 
leurs avances; mais au moindre accident dans les recoltes, ne trouvant plus 
dans ses interets les secours qu’ils devoient leur menager, et qui ne leur 
avoient ete accordes que pour ces moments de crise, ils sont forces d’entamer 
leurs avances elles-memes. Alors la reproduction suivante sera diminuee en 
raison de deux cents dix pour cent de cc qu’ils auront commence k en sacrifier. 
Avec une recoltc aussi affaiblie, il ne leur est plus possible de se remettre au 
pair en reportant la depense du nouvel impdt sur les seuls interets des avances 
pour I’annee suivante. Le vuide de la recolte qu’ils supportent seuls par le 
droit injuste conserve aux proprietaires de refuser de leur en tenir compte 
pendant le cours des baux, les reduit k ne pouvoir plus payer I’impdt qu’en 
reprenant de nouveau sur leurs avances: elles seront diminuees chaque annee, 
non-seulement de la reprise repetee de I’impdt; mais encore du vuide de la 
reproduction qui sera augment^ progressivement jusqu’au moment de I’^ch^ance 
des baux; alors presque min^s ils ne pourront plus former d’engagements avec 
les proprietaires, que consequemment k la foible culture que I’epuisement de 
leurs richesses d’exploitation leur permettra de soutenir, et aprks leur avoir 
pr^compte la charge du nouvel impdt.”— Saint-Peravy, pp. 161-63. 

(/) “Si les baux qui engageraient les cultivateurs vis-k-vis des proprietaires, 
avaient plusieurs annees k courir, ct si les premiers ne pouvaient les resilier; 
la degradation deviendrait progressive, et d’autant plus rapide que le cultivateur 
serait force de payer tous les ans le mdme loyer et la meme imposition, sur 
une recolte affaiblie tous les ans par I’effet de ces payemens, auxquels il ne 
pourrait satisfaire qu’en retranchant tous les ans sur les depenses de sa culture. 

138 



THE PHYSIOCRATIC THEORY OF TAXATION 

‘‘Cette degradation, si redoutable k la population, retomberait necessaire- 
ment k la fin sur les proprietaires fonciers et sur le Souverain, soit par la ruinc 
des entrepreneurs de culture, soit par Texpiration de Icurs baux. 

“Ceux des entrepreneurs de culture auxquels il resterait encore le moyen 
de renouveller leurs baux, instruits par Texperience, stipuleraient de maniere 
k se dedommager des pertes qu’ils auraient essuyees, ou du moins a ne pas 
s’exposer a en faire de pareilles a Tavenir. Leurs facultes affaiblies ne leur 
permettant pas de conduire leur exploitation aussi avantageusement que par 
le pass^, ils ne s’engageraient qu’en raison de Timpuissance ou les aurait 
r^duits la perte d’une partie de leurs richesses, de la diminution arrivde dans 
le prix des ventes de la premiere main, et de la surcharge de Timposition 
indirecte et des frais de sa perception. 

“L’appauvrissement de ces entrepreneurs de culture, et la mine des autres 
auxquel il ne resterait plus la faculte de faire les avances des frais de Tex- 
ploitation, d^tournerait les hommes riches de se livrer a une profession qui 
ne leur pr^senterai que la perspective de la perte de leur fortune. La culture 
de la plus grande partie des terres resterait abandonndes a des malheureux 
manouvriers sans moyens, auxquels les propri^taircs fonciers seraient obliges 
de fournir la subsistance. Alors, impossibilite de se procurer des animaux 
vigoureux pour ex^cuter les travaux avec force et avec celerite, et des bestiaux 
en asscz grande quantite pour fumer les terres; disette des engrais n^cessaires; 
insuffisance des reparations et de Tentretien indispensable des batimens, des 
fosses, etc.; extinction presque entiere des recoltes, des subsistances, de la 
population, du produit net qui constitue la richesse des proprietaires fonciers, 
du revenu public qui ne peut etre qu’une part de ce produit net, de la puissance 
du Souverain qui est fondle sur le revenu public. 

''Impositions indirectes; Pauvres Pay sans, Pauvres Pay sans; Pauvre Royaume, 
Pauvre Royaume; Pauvre Souverain** — Dupont de Nemours, 1768, pp. 46-48; 
1910, pp. 22-23. 

(m) “Produit net, qui est la part qui revient au proprietaire, et qui fait 
qu’il peut vivre sans travailler et que sa personne devient par Ik disponible.”— 
Carl Friedrich Granduc de Bade, Abreg^ des principes de 1 *economic politiquey 
Carlsrouh, 1786, p. 23. 

“La part du proprietaire ou le revenu avec lequel celui-ci peut vivre sans 
travail, et qu’il port oil il veut. . . . La classe des propri6taire [est] la seule qui 
n’etant point attach^e par le besoin de la subsistance k un travail particulier, 
puisse etre employee aux besoins g^neraux de la soci^te, comme la guerre et 
Tadministration de la justice, soit par un service personnel, soit par le paiement 
d’une partie de ses revenus avec laquelle TEtat ou la soci6t6 soudoie des 
hommes pour remplir ces functions. Le nom qui lui convient le mieux par 
cette raison, est celui de classe disponible.”— ^Turgot, Reflexions sur la format 
tion et la distribution des richesses in (EuvreSy 1808, v, pp. 15-16). 

(w) “Le capitaliste preteur d’argent appartient, quant’k sa personne, k la 
classe disponible” (Title of Chapter 93 of RdflexionSy v, p. 119). 

(o) “Cette retribution doit . . . etre sacr^e et jouir d’une immunite entikre, 
parce qu’elle est le prix d’une avance faite k Tentreprise, sans laquelle Tentre- 
prise ne pourrait subsister. Y toucher, ce serait augmenter le prix des avances 
de toutes les entreprises, et par consequent diminuer les entreprises elles- 
memes, s*est-k-dire, la culture, Tindustrie et le commerce.”— RdfiexionSy v, 
p. 122. 
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(/>) See in the Ahregd of the Grandduke of Baden (p. 33) the following 
table: 

LE DROIT 

que la classe propri^taire a de jouir du revenu, suppose de mfimc 

DES DEVOIRS 
qui sont: 


1° L’acquit fidele 
de ses charges. 


2° La protection 
de tous les droits 
de ceux qui vivi- 
ficnt la propri6t6 
fonciere. 


3° Le service gra- 
tuit envers la so- 
ci6t^. 


4° La juste distri¬ 
bution de ses d6- 
penses, d*ou de¬ 
pendent le droit 
et le patrimoine 
d’une grande por¬ 
tion de la societe. 


Qui consistent a C’est d’etre juste C’est de vaquer II y a une juste 

contribuer aux envers le cultiva- a quelques unes direction des dd- 

charges publiques, teur, et de le pro- des parties qui penses, et une 

et k entretenir les teger contre les rentrent dans les autre qui est nui- 

avances foncieres. erreurs publiques trois points qui sible, et par con¬ 
et les injustices renfermcnt les be- sequent injuste. 
privies, par le re- soins sociaux; et 
cours k I’autorite, cela, sans exiger 
et la connoissance un salaire propor- 
des droits et des tionn^ au besoin 
devoirs sociaux. absolu de sa sub- 
sis tance. 

(g) On the fatal connexion between economic State omnipotence, political 
despotism and social decadence, physiocrats wrote eloquent pages, of which 
the following, due to the Marquess of Mirabeau (Theorie de Vimpdty 1760, 
pp. 167-71, and again in the resume, pp. 449-51), is perhaps the best: 

“Si le Prince, dit-on, enlevoit par un impdt exorbitant tous les revenus, 
quel mal en arriveroit-il ? Les revenus ne rentreroient-ils pas annuellement par 
ses depenses dans la circulation, et ne feroient-ils pas vivre de la sorte toutes 
les classes d’usufruitiers, de gagistes, d’artisans, et de travailleurs de tout genre? 

“11 en arriveroit, Qu’il n’y auroit plus qu’un centre de distribution, et 
qu’une ville dans le Royaume. 

“2° Qu’on ne seroit occupy qu’k obtenir des places et des emplois k la 
Cour, qu’k solliciter des augmentations de gages et des pensions, qu’k par- 
ticiper aux lib^ralit^s du Prince, qu’k eviter le travail, qu’k parvenir k la 
fortune par toutes les voyes de collusion que la cupidity peut sugg^rer, qu’k 
multiplier les abus dans I’ordre de la distribution et des depenses. 

“3° Comme I’homme quelconque n’est qu’un, et ne s9auroit r6gir avec 
independence que ce qu’il voit et touche, le proprietaire universel seroit 
dependant pour toute la portion de sa propriete qui seroit hors de sa portee. 
Le Gouvemement des bicns seroit done livre a I’Agence, c’est-k-dire, k des 
particuliers k qui la propriete seroit etrangere et qui ne penseroient qu’k leur 
propre fortune, et k celle de leurs cooperateurs dans I’oeuvre d’iniquite. 

“4° Tout agent qui songe k son propre fait, est force k conniver aux 
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depredations des autres, d’ou s’ensuit que tout k la Cour degenereroit en 
brigandage. 

“5° Que ceux que le Souverain enrichiroit, precipiteroient les depenses 
du c6te du luxe de decoration et de fantaisie, attendu que le bon usage des 
richesses mal acquises est un phenomene ici bas, attendu encore que pour 
sentir le prix de la richesse, il faut I’avoir peniblement acquise. 

“6° Le petit nombre meme d*entre ces priviiegies, qui voudroient acquerir 
des biens et assurer des revenus h leur posterite, porteroient leur richesses 
chez retranger, s^achant bien que rien n’est assure dans le pays, ou chercheroient 
h se faire des fonds sur FEtat, fonds d’une nature sourde et fragile, mais 
rongeurs des gains et des facultes d’autrui, et par la meme, ressorts actif de 
la revolution. 

“7° La culture livree h des manoeuvres precaires, et par tant de voies 
accumuiees privee des richesses, ne feroit que languir, les revenus dimi- 
nueroient chaque jour, et s’aneantiroient cnfin. 

“8° Les Courtisans et les Favoris profiteroicnt de Fcnfance et de la caducite 
des Souverains pour s’emparer des revenus du fisc, et pour acquerir une 
puissance dangereuse k I’Etat et au Souverain. 

“9° La noblesse, sans patrie et sans possessions, scroit rdduite k un service 
militaire purcment mercdnaire, tandis que la solde equitable et Fentretien 
n^cessaire seroient refuses au soldat. 

“10° La magistraturc, n’ayant plus dc propriet^s, la Justice seroit v^nale, 
et les loix meme seroient un mal; car il ne faut plus de loix, oil il n’y a plus 
de propri^t^, et le vain simulacrc de celles qui demeureroient encore, ne 
seroit plus quW spectre favorable k Finjustice: je le repete, il ne faudroit 
plus de loix, et sans loix que devient la soci^td et FEtat? 

“11° Il n*y auroit que les commer^ans qui, ind^pendemment d’une con¬ 
stitution d’Etat si d^sunie, si boulevers^e et si passagere, pourroient assembler 
des richesses, et se former par leurs correspondances avec les autres nations, 
des possessions ou des propri^t^s assurdes. De Ik naitroit dans la Nation, un 
Etat r<^publicain et n^cessaire, qui ^ludcrait la domination absurde et 
d^sordonn^e. 

“12° L’oppression enfin ayant appris au pcuple le secret de Diogene, de 
Jeter sa tasse et de boire dans Ic creux de sa main, il s’abandonneroit k la 
paresse et k une orgueilleuse indigence, et vivroit dans Foisivete et dans 
I’ind^pendance. Le tableau de FEtat et de la soci6t6 ne conserveroit plus que 
le cadre facile k rompre par le moindre effort (Stranger. . . . En un mot, un 
Etat oil le tribut enleveroit le revenu du territoire, seroit un Etat en pleine 
anarchie, sans consistance et sans dur^e.'^ 

(r) ‘*C*est k regret que je donne au revenu public le nom d’impdt; ce 
terme est toujours pris en mauvaise part; il annonce une charge dure k porter, 
et dont chacun voudroit ctre exempt; le revenu public au contraire . . ., n*a 
rien d’afflig^ant; en remontant k son institution, on voit qu’elle est le fruit 
de son utilite.”— Mercier de la Riviere, Uordrenaturel et essentiel des socidtds 
politiqtieSy 1767, ii, p. 40. 

For a modern formulation of the non-burden tax theory, see my Osserva- 
zioni critiche intomo alia teoria delVammortamento delVimposta e teoria delle 
variazioni nei redditi e nei valori capitali susseguenti alVimposta in Atti della 
Reale Accademia delle scienze di Torino^ vol. 54, 1918-19, and Contributo alia 
ricerca dell^ **ottima imposta*' in Annali di economia deWUniversita commerciale 
Bocconi, Milano, 1929. 
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(s) “Par cette forme les cultivateurs payent selon leurs engagemens libres 
et volontaires la valeur du produit net a ceux qui cn sont propri^taires. II 
leur est tr^s-avantageux qu’une partie de ce produit net passe entre les mains 
de Tautorit^ Souveraine; puisque c’est I’unique moyen de mettre cette autorit^ 
h portae de prot<§ger leurs droits de propri^te. Et cela ne leur est nullement 
k charge; puisqu’ils n’ont aucun droit de propri^t^ sur le produit net, qu*ils 
sont contraints par la concurrence d’en tenir compte en entier k qui il appar- 
tient, et que peu leur importe qu’une partie de ce produit net s’appelle imp6t, 
tandis que Tautre s’appelle fermage, pourvu qu’on n’exige rien d’eux au-delk 
du produit net, et que leurs reprises soient toujours franches, intactes et 
assurdes. 

“Par cette forme les proprietaircs fonciers qui paraissent payer I’impdt 
sur leurs revenus, le payent au contraire sur une augmentation de richesses 
disponibles ou de produit net qui n’cxisterait pas sans Tetablissement de 
rimp6t; puisque c’est la sflret6 que Pimpdt donne a la propri^td, qui a seule 
pu soutenir et favoriser les entreprises et les travaux, par lesquels la culture 
est parvenue au point de faire naitre un produit net tant soit peu considerable. 

“Par cette forme Timpot, auquel appartient une part proportionnelle du 
produit net, est done tres-avantageux aux proprietaircs fonciers; puisqu’il 
etend leurs richesses et les jouissanccs qu’ils peuvent se procurer. II forme 
une espece de propriete commune inalienable; il n’entre dans aucun des 
contrats que les proprietaircs fonciers passent ensemble; lorsqu’ils achetent et 
vendent des terres, ils n’achetent ni nc vendent I’impdt, ils ne disposent que 
de la portion du produit qui leur appartient, I’impdt preieve. Ainsi Texistence 
de cet impot n’est pas plus a charge a aucun des proprietaircs fonciers que le 
droit qu’ont les autres proprietaircs sur les domaines qui limitent le sien. 

“Par cette forme rimp6t est tres-avantageux a la classe des hommes qui 
ne subsiste que de salaires; puisqu’il leur procure la surete et la jouissance 
de toute I’etendue de leurs droits de propriete personnelle et mobiliaire. Et il 
ne leur est nullement a charge; puisque loin de retrancher rien de la somme 
des salaires, ni de la facility de les obtenir, il cn augmente la masse par Taug- 
mentation des richesses, qui r^sulte de Tassurance complette de tous les droits 
de propriete. 

“Par cette forme la liberte des travaux humains est la plus grande qu’il 
soit possible; la concurrence, entre tous ceux qui font executcr, et entre tous 
ceux qui executent ces travaux, la plus etendue qu’il soit possible; T^tat des 
proprietaircs fonciers le meilleur qu’il soit possible; la multiplication des 
richesses, et du produit net, la plus rapide qu’il soit possible; et par consequent 
le revenu public toujours proportionne au produit net, sans cesse augmentant, 
le plus considerable qu’il soit possible.”— Dupont de Nemours, 1768, 
PP- Sy-^o; 1910, pp. 27-28. 
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KAREL ENGLIS, Masarykova Universita^ Briinn 

A. DER KOSTENBEGRIFF ALS DENKINSTRUMENT DES WIRTSCHAFTS- 

SUBJEKTES 

Der Kostenbegriff ist wie jeder andere wirtschaftliche BegrifF ein 
Denkinstrumenty vor allem dcs wirtschaftenden Menschen und dann 
der die Wirtschaft dcsselben erkennenden Wissenschaft, Wie dieses 
Denkinstrument dcm wirtschaftenden Menschen dient, erkennen wir 
aus den Redenweisen, aus welchen ersichtlich wird, was alles unter 
Kosten im Sprachgcbrauch verstanden wird. Der wirtschaftende 
Mensch sagt: Das Pferd oder die F'reude, die mir das Pferd bereitet, 
hat mich viel Geld (i,ooo Kronen) gekostet; das Pferd hat mich eine 
Woche Arbeit gekostet, wodurch ich die i,ooo Kronen verdiente; 
das Pferd hat mich viel Arheitsmuhe gekostet, weil ich die Arbeit 
neben der normalcn Arbcitspflicht versehen musste und miide war; 
das Pferd hat mich die Reise nach Italien und die Freude dieser Reise 
gekostet, fiir wclche ich urspriinglich das Geld vorbereitet hatte, 
bevor sich mir der Gelegcnheitskauf des Pferdes bot. Das sind die 
Kosten des Kaufers. Der Verkaufer wird aiisserdem sagen, dass ihn 
selbst das Pferd nahezu schon mehr als i,ooo Kronen kostet, wenn 
er die Arbeit und Arbeitsmiihey die Zeit der Pflege, den vom Pferd in 
den teueren Stallungen in Anspruch genommenen Raum^ und die 
Giiter bewertet, die ihn die Heranziehung dcs Pferdes bereits gekostet 
hat. Geld und Giiter^ Arbeit und Arbeitsmuhey Zeit und Raim, Bediirfnisse 
und ihr Nutzen oder Wert (Freude), alles wird als Kosten vom wirt¬ 
schaftenden Menschen bezeichnet, “Sind’’ Kosten alles das (Gut, Nutzen 
etz.), was der Sprachgcbrauch als Kosten bezeichnet.? Wir haben das 
Wort “sind” in Anfiihrungszeichen gegeben, um dadurch aufmerksam 
zu machen, dass diese Fragcstellung zwar die iibliche (was sind Kosten), 
aber nicht die richtige ist, denn cs leuchtet schon ein, dass alles Erdenk- 
liche zu Kosten werden bezw. als Kosten betrachtet werden kann, und 
wir suchen daher nicht, was Kosten sindy sondern in welcher Art der 
Betrachtung Kosten in Erscheinung treten. Ahnlich fragen wir nicht, 
was ein Gut isty weil alles moglichc als Gut gcdacht werden kann, 
sondern bei welcher Art der Betrachtung Objekte als Giiter 
erscheinen (wenn sie als gewollt, als Mittel zu Zweeken und 
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daher als niitzlich betrachtet werden). Und ganz analog miissen 
wir die Fragestellung auch beim Kostenbegriff einrichten. Wie denkt 
der Wirtschafter und wie muss ich denken^ um zu dem Kostenbegriff zu 
gelangen ? 

In dieser Hinsicht ist vor allem wichtig zu konstatieren, dass die 
Kosten eine Beziehung, eine Relation zwischen dem, was gekostet hat, 
und dem, was die Kosten ausmacht, zum Ausdruck bringen. Kosten 
ohne Bezichung zu Etwas, was durch die Kosten erkauft werden soil, 
sind undenkbar, wie ein kinderloser Vater undenkbar ist; es ist ein 
Relativitdtsbegriff, Diese Beziehung ist eine teleologische, denn die 
Kosten werden zweckbewusst, in Verfolgung eines Zweckes unter- 
nommen; sie werden gewollt, weil ein anderes gewollt wird. In dieser 
Weise wird ein Vorgang, ein Thun, ein Handeln erklart; der Kosten^ 
vorgang ist eine Handlung, die eines Erfolges halber unternommen wird. 
Der Kostenbegriff hat Handlungen zu erkldren und zwar in einer bestimmt- 
en Art, nicht kausal^ sondern teleologisch^ d.h. in ihrer wechselseitigen 
Abhangigkeit, in ihrer Ordnung, wie sie gewahlt und vorgezogen 
werden. Es ist nun zu untersuchen, in welcher Art der KostenbegriflF 
zur Erklarung der Handlungen beitragt. 

Diese Ordnung in dem verwickelten Komplex der Handlungen^ 
die eine Wirtschaft ausmachen, zu entdecken, ist die Aufgabe der 
Theorie der Einzelwirtschaft als jener Einheit, in welcher sich die 
Fiirsorge der einzelnen Menschen und des ganzen Volkes um die 
Lebenserhaltung und Lebensforderung abspielt. Am einfachsten 
lasst sich diese Ordnung an die Mittelreihen ankniipfen, weil es sich 
in der Wirtschaft stets um die Mittelbeschaffung und Mittelverwendung 
handelt. Die Handlungen der Wirtschaft sind Mittelbeschaffung 
und Mittelverwendung. Die Ordnung der Wirtschaft enthalt die 
folgenden Fragen; {a) die Ordnung der Mittelverwendung bei gegebenen 
Mitteln und bei verschiedenen Verwendungsmoglichkeiten, [b) die 
Ordnung der Beschaffung eines Mittels bei verschiedenen Beschaffungs- 
moglichkeiten und der Beschaffung verschiedener Mittel^ (r) die Grenze 
der Mittelbeschaffung und Mittelverwendung (Knappheit der Mittel). 
Die teleologische Theorie schopft die Erklarung dieser Ordnung in 
der Wirtschaft aus dem die Wirtschaft beherrschenden Zweck] sie sieht 
also eine sachliche Ordnung, keine psychische, Auch die subjektive 
Wohlfahrt^ ist ein gedachter Zweck als Ordnungszentrum der 
Individualwirtschaft. Jede Wirtschaft muss einen regelnden Zweck 
haben. Auch die Staatswirtschaft hat einen solchen Zweck, das Ideal 
eines gesimden, gebildeten und gesitteten Volkes^ das objektive Wohl. 
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Im ersten Falle ist das Individuum Subjekt der Individualwirtschaft 
und ordnet dieselbe nach seinem subjektiven Wohl, im zweiten Falle ist 
der Mensch und das Volk Objekt der staatlichcn Fiirsorge, dcren Zweck 
daher nur ein gewisses Fursorgeideal sein kann, das objektive Wohl, 
In jeder Wirtschaft ergeben sich aus dem Wirtschaftszweck Bediirfnisse^ 
die dem Zweck entsprechend subjcktiv oder objektiv sind, also das 
Wollen von Mitteln, Vorgangen und Objekteri (Giitern), die im 
Hinblick auf den Zweck gewollt und niitzlich sind, weil man sie fiir 
fahig halt, den Zweck zu verwirklichen (eine zwcckmassige Veranderung 
— Nutzen — herbeizufiihren). Somit kann auch die Niitzlichkeit (als 
Eigenschaft) und der Nutzen (als Veranderung und Zwcckverwirklich- 
ung) subjektiv oder objektiv sein. Gewisse Vorgange (und Gegen- 
stande) sind fahig, eine Zweckeinbusse (Schaderi) herbeizufiihren und 
sind subjektiv oder objektiv schadlich, Es kann sein, dass gewisse 
Vorgange gleichzeitig niitzlich und schadlich sind, sodass dieser Vorgang 
in einer Beziehung eine Zweckverwirklichung (Nutzen), in anderer 
Beziehung aber eine Zweckeinbusse (Schaden) herbeifiihrt. In diesem 
Falle wird der Vorgang nur des vorwiegenden Nutzens halber unter- 
nommen, der Nutzeniiberschuss ist Ertrag, Der regelmassige Fall ist 
der, dass die Mittelbeschaffung mit Zweckeinbusse {Schaden) verbunden 
ist und dieser Schaden jenem Nutzen gegeniibcrsteht, welcher aus der 
Mittelverwenudng erwachst, und das Wirtschaften darin bestehty den 
maximalen Nutzen {bei der Mittelverwendung) durch rninimalen Schaden 
{bei der Mittelbeschaffung) zu erreichen. Das ist die Handlungsweise 
unter jedem Maximaizweck, daher auch unter jenen Maximalzwecken, 
welche die Wirtschaften beherrschen; hier sind es schon bestimmte 
Zwecke (Zwecke mit Inhalt), aus welchen sich eine bestimmte Ordnung 
ergibt. Aus dem Menschenideal als Zweck ergibt sich eine andere 
Ordnung der Mittelbeschaffung und Mittelverwendung als aus der 
subjektiven Wohlfahrt als Zweck. Die Ordnung der Mittelbeschaffung 
und Mittelverwendung, die dem Maximaizweck entspricht, lasst sich 
logisch ableiten, ist keine psychische Tatsachc. Aus dieser Ordnung 
ergibt sich auch die Grenze beider. Wir verweisen in Naheren auf 
unsere Ausfiihrungen in der Begriindung der Teleologie als Form des 
empirischen Erkennens, Briinn, 1930, und kehren nun zu unserem 
eigentlichen Problem zuriick; wir werden uns dabei auf die 
Beschaffung und Verwendung einer Mittelreihe z.B. der Geldreihe 
beschranken. Es ergibt sich aus dem Vorhergesagten das folgende 
Schema: 
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MITTELVERWENDUNG 

Arten der Verwendung (Kaufe, Bediirfnisbefriedigung, Zweck- 
erreichung) 

Vz n . . . 

Nutzen aus der Verwendung 


A^I No iVg . . . 


Geldmitteleinheiten i 2 3 . ... n 


MITTELBESCHAFFUNG 

Arten der Beschaffung (Arbeitsarten) 

Bo B, . . . 

Schaden der Beschaffung 

Si So 53 ... 

Welche Redeweisen werden nun durch den Kostenbegriff gedeckt? 
Es sind die folgenden: 

1. Kosten in der Geldmittelverwendung, wobei man als Kosten 
bezeichnet 

{a) das Mittel (das Pferd hat 1,000 Kc gekostet) oder. 

(6) die entgangene Verwendung bezw. ihren Nutzen (das Pferd 
hat mich die Reise nach Italien, die Freude dieser Reisc 
gekostet). 

In beiden Fallen fragt man nach den Kosten einer Mittelver- 
wendung (Geldmittelverwendung). 

2. Kosten in der Geldmittelbeschaffung. Da fragt man nach den 
Kosten eines Mittels, dessen Erwerb im gegebenen Falle Zweck ist. 
Diese Kosten driickt man aus 

{a) in Giitern, die geopfert wurden, 

(6) in Arbeit, die dem Erwerb des Mittels gewidmet wurde, 

(c) in Schaden, welcher mit der Opfer des Gutes bezw. mit der 

Arbeit verbunden ist, 

(d) in dem entgangenen Erwerb anderer Mittel. 

3. Kosten in der Beziehung zwischen der Geldmittelverwendung 
und Geldmittelbeschaffung, wobei man nach den Kosten der Mittel- 
verwendung bzw. ihres Nutzens fragt und dieselben in alien Arten der 
Geldmittelbeschaffungskosten ausdriickt. 
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Zu einer weiteren Vereinfachung gelangen wir, wenn wir uns zum 
Bewusstsein bringen, 

(1) dass in alien diesen Fallen zwei Dinge einander gegeniiber- 
gestellt werden und zwar das, von wessen Kosten gehandelt wird, 
und dann die Kosten selbst. Man stellt einander gegeniiber: 

(а) der Mittelverwendung (dem Kaufe eines Gutes, dem Nutzen 

aus dieser Mittelverwendung), der Bedtirfnisbefriedigung, 
der Zweckerreichung, dem Mittelerwerb (als Zweek), 

( б ) die Mittel, die entgangene Verwendung, den Nutzen der 

entgangenen Verwendung, die geopferten Giiter, die gewid- 
mete Arbeit, den Schaden solcher Opfer, den entgangenen 
Erwerb andcrer Mittel und deren Nutzen. 

(2) dass diese Gegeniiberstellung zu dem Zweeke erfolgt, um die 
vorgenommene Wahl zu begriinden und zu rechtfertigen, um also das, 
von dessen Kosten es sich handelt, mit den Kosten selbst zu ver- 
gleichen. Die Kostenerwiigung ist also stets ein Wertungsvorgang. 

B. DER KOSTENBEGRIFF ALS DENKINSTRUMENT DER 
WIRTSCHAFTSWISSENSCHAFT 

Wie kann aber das Wirtschaftssubjekt den Kauf eines Gutes mit der 
Hingabe von Geld vergleichen, ahnlich die Bediirfnisbefriedigung 
mit der Arbeit, das Pferd mit Futter und Arbeitsmiihe u.dgl.? Hier 
beginnt die Erwdgung der Wissenschaft^ welche den Vorgang und die 
Denkweise des Wirtschaftssubjektes erkldren und begreifen will; hier 
beginnen die Gedankenkonstruktionen der Theorie, Die psychologische 
Erklarung kann uns nichts nutzen, weil wir auch in der Staatswirtschaft 
ganz ahnliche Kostenerwagungen anstellen konnen; ein Schulbau 
kostet so und so viel Geld, kostet den Bau einer Kaserne, der zu unter- 
bleiben hat, kostet Opfer der Steuerzahler u.s.f. Wir suchen daher 
eine theoretische Konstruktion, die auf alle Wirtschaften passt. Diese 
Konstruktion ergibt sich schon aus dem Zugestandnis, dass zwischen 
den einander gegeniibergestellten Objekten und Vorgangen gewdhlt 
wird, dass also das eine mehr gewollt wird als das andere. Denn wenn 
wir uns einmal die Objekte und Vorgange als gewollt vorstellen, so 
entsteht dadurch logisch notwendig die teleologische Betrachtungsweise 
mit alien ihren Denkinstrumenten. Die Warumfrage dieser Betrachtung 
(Warum wird A gewollt ? Weil B gewollt wird) ordnet die Gedankenin- 
halte in Zweeke (ordnende) und Mittel (geordnete); lasst die Mittel 
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im Hinblick auf den Zweck als fahig, den Zweck zu verwirklichen, 
und daher als nutzlich erscheinen. Wenn vom Standpunkte eines Zweckes 
mehrere Mittel als mehr oder weniger nutzlich befunden werden, so ist 
es ein WerturteiL Vergleichbare Werturteile kdnnen nur unter einen 
und demselben Zweck gefallt werden, weil aus dem Inhalt des Zweckes 
der Inhalt des Nutzens {Zweckverwirklichung) hervorgeht und Nutzen 
verschiedenen Inhaltes unvergleichbar sind, Kulturnutzen kann mit 
Verteidigungsnutzen nicht verglichcn werden. In einer und derselben 
Wirtschaft sind alle verschiedenen Vorgange untereinander zu werten; 
das, was an ihnen verglichen und gewertet wird, ist ihr Nutzen^ bezw. 
ihr Schaden fur die Wirtschaft. Es muss also fiir die ganze Wirtschaft 
ein gemeinsamer (vergleichbarer) Nutzen (und Schaden) vorhanden sein. 
Ein solcher kann nur aus dem gemeinsamen Zweck der Wirtschaft^ 
dem ordnenden Zweck hervorgehen. 

Wenn daher das Wirtschaftssubjekt innerhalb seiner Wirtschaft 
irgendwelche Kostenerwagungen anstcllt, so kann das Gemeinsame, 
was bei der Gegenliberstelliing und Wertung des, von wessen Kosten 
geredet wird, und der Kosten selbst nichts andere sein^ als der fur 
die ganze Wirtschaft gemeinsame Nutzen und Schaden ^ und wenn im 
iiblichen Sprachgebrauch bei der Kostenerwagung anstatt Nutzen 
und Schaden niitziiche und schadlichc Objekte und Vorgange (das 
Pferd einerseits und die Reise nach Italien, Geld, Arbeit, Putter, Zeit, 
Raum andererseits), oder wenn diesen Objekten Nutzen und Schaden 
(dem Pferd die Freude der Reise nach Italien, die Arbeitsmiihe) 
gegeniibergestellt werden, so muss diese Redeweise als eine ungenaue 
Brachylogie aufgefasst werden^ aus welcher keine Anhaltspunkte fiir die 
wissenschaftliche Fassung des Kostenbegriffes geschopft werden diirfen. 
Das gilt auch fiir den Fall, dass Zeit und Raum als Kosten erklart 
werden und dabei das gemeint wird, was in derselben Zeit oder in 
demselben Raum sonst anberaumt werden konnte. 

Kosten sind weder Objekte, noch Vorgange (Arbeit), noch Zeit 
und Raum; Kosten sind Zweekeinbusse^ also die Negation des Nutzensy 
welcher eine Zweckverwirklichung ist. Wenn Gesundheit Zweck ist, 
so ist die Medizin als Objekt und ihre Verwendung als Vorgang 
nutzlich, weil sie einen Nutzen^ Zweckverwirklichungy Genesungy 
herbeifiihren kann. Dergleichen ist Schaden als Zweekeinbusse 
vom schadlichen Objekt oder Vorgang zu unterscheiden. Wenn also 
Pferd und Geld einander gegeniibergestellt werden, so ist dabei der 
Nutzen des Pferdes und jener der sonstigen Geldverwendung (eines 
anderen Kaufes) zu verstehen. Wenn Pferd und Arbeit einander 
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gegeniibergestellt werden, so ist darunter der Nutzen des Pferdes und 
der Schaden der Arbeit (Arbeitsmuhe) zu verstehen. 

Die Wirtschaftswissenschaft scheidet also aus dem Sprachgebrauch 
alle jene Redeweisen aus, wo als Kostcn das Mittel, die entgangene 
Mittelverwendung, das geopferte Gut, die Arbeit, der entgangene 
Erwerb eines Mittels, Zeit und Raum bezeiehnet werden, weil all das 
nur brachylogische und ungenaue Ausdrucksweisen fur Schaden oder 
entgangenen Nutzen sind. Wissenschaftlich richtig konnen Kosten nur 
entgangener Nutzen oder Schaden sein (ob beides, werden wir spater 
sehen), nie aber Ohjekte und Vorgdnge als Trdger dieses Nutzens und 
Schadens. 

Daraus geht aber hervor, dass gerade so wie der Nutzen und 
Schaden, so miissen auch die Kosten, die doch mit den ersteren 
identisch sind, in verschiedenen Wirtschaften verschieden sein. Wir 
nehmen an, dass die einfache Individualwirtschaft mit einfacher 
Mittelbeschaffung und Mittelvciwcndung von der suhjektiven Wohl- 
fahrt (Zufriedenheit) als Zweek beherrscht wild. Dann sind Nutzen 
und Schaden subjektiv (Zu- und Abnahme der subjektiven Wohlfahrt); 
dann sind aber auch die Kosten subjektiv. Wenn aber von den 
Individualwirtschaften der Gelderwerb als Zweek abgclost und in 
einer selbstandigen Wirtschaft (Unternehmung) verfolgt wird, dann 
entlehnen Nutzen und Schaden diesem Zweckinhalt (Gelderwerb) auch 
ihren Inhalt {Geldzunahme, Geldverlust) und dann sind auch Kosten 
in Geld ausgedriickt. Wenn dcr Kotnplex von Akten, welcher Staats- 
wirtschaft heisst, durch den idealen Menschen und das ideale Volk als 
Zweek erklart wird, dann schopfen Nutzen und Schaden dieser 
Wirtschaft {Zu- und Abnahme an Leben, Gesiindheit und Kultur) aus 
diesem Zweeke ihren Inhalt; denselben bihalt luiben auch die Kosten 
dieser Wirtschaft. 

C. SCHADEN UND ENTGANGENER NUTZEN ALS KOSTEN 

Es steht nun fest, dass der Inhalt der Kosten mit jenem des Nutzens und 
Schadens identisch ist. Nutzen und Schaden als positive und negative 
Veranderungen (Zweckverwirklichung, Zweekeinbusse) sind unter 
einem und demselben Zweek vergleichbar, weil sic positive und 
negative Grossen desselben Inhaltes darstellen. Kosten konnen also nur 
entweder Nutzen oder Schaden sein. Wenn Nutzen die Kosten 
reprasentieren soil, so wird stets der entgangene Nutzen gemeint. 

Da nun die Kosten stets dem Nutzen gegeniibergestellt werden, 
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so wird einmal der bezvirkte Nutzen mit dem entgangenen Nutzen und 
das andere Mai der bewirkte Nutzen mit dem bewirkten Schaden 
verglichen. Es handelt sich also darum, dass der zu bewirkende Nutzen 
durch den entgangenen Nutzen oder durch einen gleichzeitig bewirkten 
Schaden erkauft wird. 

Wenn ein Nutzen durch einen anderen (den entgangenen) Nutzen 
erkauft werden soil, so ist es nur so moglich, dass das Wirtschafts- 
subjekt vor der Wahl zwischen zwei Nutzen steht^ weil nur einer aus 
einem und demselben Mittel (aus einem und demselben Guty aus ver- 
schiedenen Akten in derselben Zeit oder in demselben Raum) bewirkt 
werden kann. Im Zeitpunkte der Wahl ist noch keiner von den beiden 
Nutzen bewirkt und keiner entgangeny nur der cine ist grosser und der 
andere kleiner, bezw. erscheint so dem Wirtschaftssubjekt. Es vergleicht 
und wertet die Grosse des Nutzens zzoeier (oder mehrerer) Aktey zweier 
Verwendung desselben Mittels fiir verschiedene Zweckc, zweier 
Tatigkeiten in derselben Zeit u.dgl. Um eine reine Wahl zwischen dem 
grosseren und kleineren Nutzen handelt es sich, wenn sich das Subjekt 
bei der Vollziehung der Wahl keines Gutes begibty sondern z.B. zwischen 
zwei Tatigkeiten in derselben Zeit und deren Nutzen entscheidet; 
kann man da aber sagen, dass man bei der bewirkten Wahl den einen 
Nutzen geopfert, verloren hat, um den anderen zu erreichen? Nein, 
denn man kann nicht verlieren oder opferny was man gar nicht gehabt hat. 
Wenn mir jemand ein Tausend Geldeinheiten schenkt und dieselben 
zur Auswahl in Papier oder in Gold anbietet, so kann ich—wenn ich 
das eine gewahlt habe—^nicht sagen, dass ich das andere verloren habe. 
(Dass in diesem Falle die Wahl aus der Schenkung arbeitslos und die 
oben erwahnte Tatigkeit eventuell mit der Arbeitsmiihe verbunden 
ist, ist vorderhand gleichgiiltig, weil wir nicht nach dem bewirkten 
Schaden, sondern nur nach dem entgangenen Nutzen fragen.) Weil 
der Nutzen durch die Kosten erkauft wird, so vermindern die Kosten 
den Nutzen und der Nutzenuberschuss ist Ertrag. Wenn sich das Subjekt 
fiir keine der moglichen Tatigkeiten in der gegebenen Zeit entscheidet, 
so ist deshalb keine VerschUchterung im Nutzenstand eingetreten; 
trilft er die Wahl, so tritt ein Nutzen (eine Verbesserung im Nutzen- 
stande) ein, aber durch das Entfallen der sonstigen Tatigkeit und ihres 
Nutzens tritt keine Verschlechterung des Nutzenstandes ein. Der 
bewirkte und gewdhlte Nutzen vermehrt ganz und ungeschmalert den 
Nutzenstandy nicht etwa nur um den Ertragy der verbleibt, wenn man 
von dem bewirkten den entgangenen Nutzen in Abzug bringt. Den 
letzteren kann man nicht in Abzug bringen, weil sein Unterbleiben 
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keine Verschlechterung des Nutzenstandes bedeutet. Dann kann sich 
aber bier betm entgangenen Nutzen urn keine echte Kosten handeln. 

Erweitern wir nun unsere Erwagung auf den Fall, in welchem die 
bewirkte Wahl den ^^VerbraucK^ eines GuteSy z.B. die Hingabe des 
Geldes beim Kauf bedeutet. Vorhin konnte gesagt werden, dass kein 
(entgangener Nutzen) geopfert wurde, weil man nicht opfem oder 
verlieren kann, was man nicht hat. Hier aber begibt man sich des Geldes 
und damit eines gesicherten Nutzens^ und die Lage scheint eine 
geanderte zu sein. Bei naherer Betrachtung sieht man aber, dass das 
Ergebnis genau dasselbe ist wie in jenem Falle, wo man sich eines 
Gutes nicht begibt. Denn der Besitz einer Geldsumme sichert dem 
Besitzer nur die Wahl so viel Giiter zu wahlen, als fiir diese Geldsumme 
kauflich sind, nichts weiter. Das Geld ist noch nicht Nutzen^ seine 
Hingabe beim Kauf ist die Bewirkung der Wahl, welche dem Subjekte 
den Nutzenstand nur vergrosserty aber keine Verminderung des Nutzen-- 
standes bedeutet. Aber der Verlust einer bestimmten Geldmenge hat 
doch die Einengung des Nutzenstandes zur Folge! Nicht des Nutzen¬ 
standes, sondem der moglichcn Nutzenvergrosserung, Fiir eine be- 
stimmte Geldsumme kann das Subjekt eine Reihe von Giitern nach 
dem relativen Nutzen kaufen. Wird ein Teil der Geldsumme verloren, 
so verkiirzt sich die kaufliche Giiterreihe dem Maximalzwecke ent- 
sprechend um die relativ mindest niitzlichen Giiter, welche fiir das 
verlorene Geld hatten gekauft werden konnen. Wird aber die gleiche 
Summe zum Kauf eines relativ niitzlicheren Gutes in der Reihe 
hingegeben, so wird doch die Reihe um die erwdhnten mindest niitzlichen 
Giiter nicht gekiirzt, Man wird uns aber weiter einwenden, dass—wenn 
man diesen niitzlicheren Kauf verwirklicht — dann kein Geld mehr 
verbleibt, die Giiter zu kaufen, die in Fortsetzung an die Reihe kamen, 
wenn sich die verfiigbare Geldsumme um den Kaufpreis des in Rede 
stehenden niitzlicheren Kaufes vermehren wiirde. Also nicht der letzte 
gedeckte Nutzen (Grenznutzen), sondern der erste ungedeckte Nutzen 
{Postgrenznutzen) sei als entgangener Nutzen die Kostenkomponente des 
bewirkten Nutzens eines vollzogenen Kaufes,^ Aber von dem entgangenen 
Postgrenznutzen gilt ganz dasselbe wie von dem entgangenen Grenz- 

* Wir meinen hier nur den indirekten Nutzen des Geldes, seine Kaufkraft, 
weil bei Betrachtung des direkten Nutzens des Geldgutes sein Geldcharakter 
verschwindet. 

t Dabei wird noch ein Streit gefiihrt, ob der Postgrenznutzen einer Geldeinheit 
multipliziert werden soil, um den entgangenen Nutzen des gezahlten Preises 
zu ermitteln, oder ob es der Nutzen der Giiter ist, die an die Reihe kamen, 
wenn sich die verfiigbare Geldsumme um den Kaufpreis vergrSssern wiirde. 
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nutzen; er bildet keine Kostenkomponente des Nutzens eines bewirkten 
KaufeSy er vermindert diesen Nutzen nicht, er fiihrt nicht per Saldo 
zu einem Ertrag, weil das Unterbleiben der diesem Nutzen ent- 
sprechenden Kaufe keine Verminderung des Nutzenstandes ist. Ubrigens 
muss man fragen, warum dem Nutzen des bewirkten Kaufes gerade 
der Grenznutzen oder der Postgrenznutzen als Kosten gegeniibergestellt 
wird. Mit demselben Rechte konnte man dem Nutzen des bewirkten 
Kaufes jenen jedes beliebigen anderen Ersatzkaufes gegeniiberstellen. 
Dass man dazu den Grenznutzen verwendet hat, ist dadurch zu 
erklaren, dass es die Verlustidee war, welche bei Hingabe des Preises 
den Kostengedanken auftauchen Hess (das als Kaufpreis hingegebene 
Geld wird als “verloren” betrachtct). Denn wozu — so muss man 
fragen — wird diese ganze Konstruktion gemacht ? Um die Vornahme 
der bewirkten Kaufe zu erklaren! Alle Kaufe werden vorgenommen, 
die niitzlicher sind als die Grenz- bezw. Postgrenzkaufe I Aber woher 
kennen wir die Niitzlichkeit der letzteren? Um die Niitzlichkeit der 
Grenz- bezw. Postgrenzkaufe zu kennen, muss man alle Kaufe 
kennen^ die vom Subjekt der Reihe nach als relativ niitzlicher vorgenom¬ 
men werden^ bis zu den relativ mindest niitzlichen noch gedeckten oder 
schon ungedeckten. Deshalb sagen wir, dass es nichts niitzt, den Nutzen 
eines zu bewirkenden Kaufes mit jenem der Grenz- bezw. Post¬ 
grenzkaufe zu vergleichen, weil letztere unbekannt sindy und dass es 
notwendig ist, den Nutzen eines zu bewirkenden Kaufes mit jenem 
alter mdglichen Ersatzkaufe (Kaufe fiir dcnselben Betrag) gegeniiber- 
zustellen, um die Vornahme des Kaufes als die relativ niitzlichste zu 
erklaren und zu begreifen. 

Dann aber wird die ganze Idee, die den entgangenen Nutzen der 
Grenz- bezw. Postgrenzkaufe als Kosten des Nutzens eines zu 
bewirkenden Kaufes zu erklaren, hinfallig, denn wenn man diesem 
Nutzen die entgangenen Nutzen oiler mdglichen Ersatzkaufe in ihrer 
Summe als Kosten gegeniiberstellen miisste, dann wiirde kaum noch 
ein Kauf als vorwiegend niitzlich erscheinen. 

Dadurch hat sich aber die ganze Problemstellung der Erklarung 
der Kaufe verschoben; wir fragen nicht mehr, warum ein bestimmter 
Kauf vollzogen wird, weil er isoliert von alien iibrigen Kaufen gar nicht 
erklart werden kann, sondern wie verwendet das Wirtschaftssubjekt sein 
Geld (Einkommen). Es verwendet dasselbe nach dem relativen Nutzen* 
der Geldeinheit, welches Gesetz eine Ordnung, eine Reihe unter alien 
mdglichen Kaufen nach der relativen Niitzlichkeit herbeifiihrt, welche 

* Siehe, Teleologische Theorie der Staatswirtschaft, 1932, pp. 44, iii, 164. 
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Reihe dort abgebrochen wird, wo der Geldvorrat erschopft ist. Die 
Vergleichung der Nutzen zweier Kaufe wird zu einer reinen Nutzener- 
wdgungy sie ist keine Kosten- und Ertragserwdgung. Denn es darf auch 
nicht vergessen werden, dass zu den unechtcn “Kosten’’ die im ent- 
gangenen Nutzen bestehen, erst echte Kosten herbeitreteUy welche mit 
der Geldbeschajfung verbunden waren und in der Individualwirtschaft in 
Arbeitsmiihe bestehen. 

Wir haben aber noch den Fall zu erortern, dass sich das Subjekt 
bei der Nutzenwahl nicht des Geldes, sondern eines direkten konkreten 
Gutes^ z.B. des Mehles begibt und fiir das Mehl im Tausche Fleisch 
erwirbt. Da wird man auf den ersten Blick meinen, dass der Fall ein 
ganz anderer ist, als wenn sich das Subjekt des Geldes begibt, weil 
das direkte Gut ein Trager eines bestimmten Nutzens war, der verloren 
ging und die Kostenkomponente zum Fleischnutzen darstellt. Und 
dennoch ist es ein Trugschluss. Nehmen wir an, dass fiir das Wirt- 
schaftssubjekt der Nutzen von dem getauschten Mehle N und jenes 
des dafiir zu erlangenden Fleisches N also um x grosser ist, was 
angenommen werden muss, denn sonst ware der Tausch nicht erklarlich; 
nehmen wir weiter an, dass aber das x viel kleiner ist als das N. 
Da kommen wir durch die erwahnte “Kosten’’konstruktion zu dem 
merkwtirdigen Ergebnis, dass der Wirtschafter zugleich gut und 
schlecht tut; er tut gut, wenn er scin Mehl fiir das Fleisch eintauscht, 
weil das letztere einen um x grosseren Nutzen liefert, als das Mehl; 
er tut aber schlecht, weil er im Tauschfall N x gewinnt, aber N 
opfert, und dahcr aus seinem Mehl nur einen wirklichen Nutzen 
(Nutzeniiberschuss, Ertrag) von x erzielt, wahrend er bei der direkten 
Verwendung von Mehl den vollen und ungeschmalcrten Nutzen N 
erworben hiitte, welcher Nutzen grosser ist als x. Der Tausch ware 
darnach nur dann noch vorteilhaft, wenn x grosser ware als N, also 
wenn der Nutzen des im Tausch erlangten Gutes mehr als doppelt so 
gross wdre^ als jener des im Tausch hingegebenen Gutes, was absurd ist. 

In der Tat ist es abermals eine einfache Nutzen-, aber keine Kosten- 
erwdgung. Der Besitz des direkten Gutes ist wieder eine Sicherung 
eines bestimmten direkten Nutzens, aber noch nicht die Bemrkung 
dieses Nutzens. Liegt die Moglichkeit vor, fiir das direkte Gut ein 
anderes (also fur den direkten Nutzen einen indirekten) zu erreichen, 
dann steht das Subjekt vor der Verwendung des Gutes wieder vor der 
Wahl, das Gut entweder direkt zu verwenden und den direkten Nutzen 
zu erlangen, oder dasselbe indirekt (im Tausch) zu verwenden, und den 
indirekten Nutzen zu erlangen. Und es ist geradeso, als ob fiir das Geld 
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der eine oder der andere Nutzen zu haben ware. Man fragt nach den 
verschiedenen Nutzen der moglichen Gutsverwendungen; dass der eine 
Nutzen direkt und der andere indirekt ist, andert nichts an der Nut- 
zenerwagung, weil es nur auf die Grosse des Nutzens ankommt. 

Dadurch verschiebt sich aber wieder das zu erklarende Problem 
selbst. Man will nicht den einzelnen konkreten Tausch durch den 
erlangten und verlorenen Nutzen begreifen und erklaren, sondern 
man fragt, wie der Vorrat eines bestimmten Gutes verwendet wird\ die 
Antwort lautet: Nach dem relativen (direkten oder indirekten) Nutzen 
der Gutseinheit. Durch diese Problemstellung wird nicht nur erklart, 
ob der einzelne Tausch verwirklicht wird, sondern inwieweit es sich 
lohnt^ ein Gut gegen das andere einzutauschen. Denn durch den Tausch 
wird der Vorrat des einen Gutes gekiirzt und jener des anderen gestreckt, 
bis es zu einem bestimmten Verhaltnis der Grenznutzen der letzten 
Gutseinheiten kommt, bei welchem eine weitere Verschiebung (Tausch) 
mehr schaden- als nutzbringend ist.* 

Wir haben den Fall des entgangenen Nutzens als Kosten eingehender 
behandelt, weil es der grosste Irrtum und Fehler ist, der am meisten 
verbreitet ist. Dass es sich uns nicht um eine scholastische Begriffs- 
spalterei oder eine abweichende Nomenklatur handelt, wird zum 
Schluss dargelegt werden. Damit erledigt sich der erste Fall mit dem 
Ergebnis, dass der entgangene Nutzen keine Kosten darstellty und es 
verbleibt der zweite Fall, in welchem die Kosten als positiver Schaden 
in Erscheinung treten. 

Wenn dem bewirkten Nutzen ein bewirkter Schaden als Kosten 
gegeniibergestellt wird, dann muss es unvermeidlich sein, dass der 
Nutzen nur durch den Schaden erreicht werden kann, was so zu 
verstehen ist, dass der Akt, aus welchem der Nutzen zu erwarten ist, 
(hauptsachlich MittelbeschafFung) mit Schaden verbunden ist. Derselbe 
Akt ist nutz- und schadenbringend, enthalt in sich eine Zweckver- 
wirklichung und gleichzeitig eine Zweckeinbusse. Die Bewirkung dieses 
Aktes bedeutet die Bewirkung des Nutzens wie des Schadens, das 
Unterbleiben dieses Aktes bedeutet das Untcrbleiben beider. Man 
vergleicht hier den Nutzen und Schaden eines und dessclben Aktes, 
in welchen beide projiziert werden, wogegen man im Falle des ent¬ 
gangenen Nutzens den Nutzen zweier verschiedenen Akte verglich. 

* Wenn fur 5 kg Mehl i kg Fleisch zu haben ist, dann besteht kein Interesse 
an weiterem Tausch, wenn der Grenznutzen vom Fleisch fiinfmal so gross 
ist als jener von Mehl, wenn er also zu der Tauschrelation umgekehrt pro¬ 
portional ist. 
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Der Schaden ist Zweckeinbussey ist eine positive Verschlechterung an 
dem vorhandenen (nicht zu bewirkenden) Nutzenstande. Der Schaden^ 
welcher mit der Nutzenverfolgung (hauptsachlich MittelbeschafFung) 
verbunden ist, stellt die echten Kosten dar^ denn diese Kosten vermindern 
tatsachlich den erreichten Nutzen, sodass der Nutzeffekt per saldo^ 
der Ertrag eine Dijferenz zwischen dem erreichten Nutzen und den Kosten 
darstellty was bei dem entgangenen Nutzen nie der Fall war. Die 
Kostenerwdgung ist eine Ertragserzudgung. 

Der Inhalt der Kosten richtet sich wie jener des Nutzens nach 
dem Zweck der Wirtschaft. In der Individualwirtschaft mit der sub- 
jektiven Wohlfahrt ah Zweck an der Spitze^ sind Kosten und Nutzen 
subjektiv (Verminderung und Vermehrung der personlichen Wohlfahrt) 
Arbeitsmiihe stellt immer die Kosten dieser Wirtschaft dar. Es kann 
aber vorkommen, dass die Verwendung eines und desselben Mittels 
gleichzeitig nutz- und schadenbringend ist; der unmittelbare Genuss 
aus dem Rauchen ist im nachhinein von Angstgefiihlen begleitet; das 
Rauchen bedeutet daher gleichzeitig Plus und Minus der subjektiven 
Wohlfahrt (die objektiven Schaden an Gesundheit lassen wir ausser 
Acht). Ist Gelderwerb Zweck der Wirtschaft {Unternehmung)^ dann ist 
Zunahme des Geldes Nutzen, Verlust des Geldes sind Kosten, Ertrag 
ist die Differenz. Kosten sind aber nicht etwa entgangener Geldgewinn. 
In der solidaristischen Staatswirtschaft ist das Menschen- und Volks- 
ideal der ordnende Zweck dieser Wirtschaft. Geldeinheiten sind 
Mittel auch in dieser Wirtschaft, deren Inhalt (und somit auch der 
Inhalt des Nutzens und des Schadens) Leben, Gesundheit und Kultur 
des Volkes ist. Bei der Verwendung der Geldmittel wird der grosste 
Nutzen angestrebt, was dadurch erreicht wird, dass die Geldmittel 
nach dem relativen Nutzen der Geldeinheit verwendet werden; der 
grossere Nutzen wird dem kleineren vorgezogen, was aber keine 
Kostenerwagung bedeutet. Die Mittelbeschaffung erfolgt durch positiven 
Schaden an Leben, Gesundheit und Kultur (Druck auf Verbrauch 
und Arbeit), also durch echte Kosten. Das Steuerproblem ist das 
Streben, diese Kosten moglichst zu verringern, was durch das Gesetz 
der relativen Kosten der Steuereinheit gewahrleistet ist.* 

D. SCHLUSS 

Ist es nicht etwa ein Streit um Nomenklatur? Nein, es handelt sich 
um ein Gedankensystemy dcssen Anordnung den wissenschaftlichen 
* Siehe, Teleologische Theorie der Staatswirtschafty I 932 > P* 167. 
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Zweck verfoigt, die Vorg^ge in der Wirtschaft, insbesondere den 
Tausch und Kauf, wie uberhaupt die Mittelbeschaffung imd Mittel- 
verwendung in der Wirtschaft und zum Schluss das Preissystem zu 
erklaren. Diese Anordnung muss logisch einwandfrei sein, muss aber 
iiberdies dem wissenschaftlichen Zweck am besten dieneUy muss also 
logisch richtig und wissenschaftlich zweckmdssig sein. 

Das, was die Vorgange in der Wirtschaft ordnet, sind die aus dem 
ordnenden Zweck der Wirtschaft sich ergebenden Nutzen und Schadcn, 
bezw. das Streben die ersteren maximal und die Ictzteren minimal zu 
gestalten, Insoferne der Weg zur Erreichung eines Nutzens nur iiber 
einen Schaden fiihrt, so wird der Schaden zu Kosten dieses Nutzens, 
und der reine Nutzeffekt (der tJberschuss des Nutzens iiber die Kosten) 
wird zum Ertrag. Der Kostengedanke fallt mit dem Ertragsgedanken 
zusammen. Weil durch verschiedene Anwendung desselben Mittels 
ein verschiedener Nutzen entsteht, so kann von einer Nutzenordfiung 
(bei der Mittelverwendung) gesprochen werden; da derselbe Nutzen 
durch verschiedene Beschaffungsarten und deren verschiedene Kosten 
herbeigefiihrt werden kann, so kann von einer Kostenordnung (bei der 
Mittelbeschaffung) gesprochen werden. In der Nutzenordnung wird 
der relativ grossere Nutzen dem relativ kleineren Nutzen, in der 
Kostenordnung werden die relative kleineren Kosten den relativ 
grosseren Kosten vorgezogen. Durch die Zusammenfassung beider 
entsteht die Ertragsordnung und die Grenze der Rationalitdt in der 
Mittelbeschaffung {Mittelknappheit) und der Mittelvenvendung* 

Der sehr verbreitete Fehler der Wirtschaftstheorie (z.B. der 
osterreichischen Wertlehref) beruht darin, dass die reine Nutzenordnung 
in eine Ertragsordnung verwandelt wird^ weil der Nutzen der unter- 
bliebenen Handlung als Kosten der bewirkten Handlung erklart 
wird; der entgangene Nutzen wird mit dem Schaden identifiziert. 
Der Fehler wird ganz auffallend, wenn man dazu noch die echten 
Beschaffungskosten in Erwagung zieht, denn dann wird der Nutzen 
des bewirkten Kaufes durch doppelte Kosten erkauft und zwar durch 
die echten Kosten bei der Geldbeschaffung (Arbeitsmiihe) und durch die 
unechten Kosten, den entgangenen Nutzen bei der Geldverwendung. 
Der Fehler wird iiberdies durchsichtig beim Tausch, welcher — wenn 
ihm der Kostengedanke zugrundegelegt wird (dem Nutzen des im 
Tausch erlangten Gutes wird der verlorene Nutzen des im Tausch 

* Siehe meine Teleologische Theorie der Staatswirtschaft, pp. 48, 159. 
f Siehe die Abhandlungen von Morgenstem und Mises im Sammelwerke, 
Probleme der Wertlehre, Herausgegeben von Mises und Spiethoff, 1931. 
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hingegebenen Gutes als Kosten gegenubergestellt) — nur dann vorteil- 
haft ist, wenn der erworbene Nutzen mehr als doppelt so gross ist, 
als der geopferte Nutzen, was absurd ist. Die Umwandlung der reinen 
Nutzenordnung in eine Ertragsordnung ist logisch unhaltbar und fiihrt 
zu unrichtigen und absurden Ergebnissen. 

Zu der logischen Unrichtigkeit gesellt sich iiberdies die wissenschafU 
liche Unzweckmdssigkeit\ vielleicht ist die letztere die Urfehler. Denn 
die Umwandlung der reinen Nutzenordnung in eine Ertragsordnung 
entstand dadurch, dass man den einzelnen Kaufund den einzelnen Tausch 
isoliert erklaren und begreifen wollte; diese Problemstellung war 
wissenschaftlich unzweckmassig, da sich diese Frage befriedigend gar 
nicht beantworten lasst, weil alle Kaufe als eine Nutzenordnung aller 
Verwendungen des Geldvorrates zusammenhangen. Aber das Streben 
den einzelnen Kauf zu erklaren fiihrt dazu, dass man denselben durch 
das Hingegebene und Entgegengenommene (der Kostengedanke) 
erklaren wollte, was zu logisch unhaltbaren und wissenschaftlich 
unbefriedigenden Ergebnissen fiihren musste. Die wissenschaftlich 
zweckmassige Problemstellung fragt nach dcr Nutzenordnung der 
Verwendungen eines Mittelvorrates und fiihrt zu Ergebnissen, die logisch 
einwandfrei und fur die Preistheorie unmittelbar anwendbar sind. 
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MARCO FANNO, R. Universita^ Padova 

I® Le esperienze monetarie della guerra e del dopo-guerra, dense di 
insegnamenti, stimolarono gli economisti di ogni paese a riprendere 
in esame le teorie monetarie elaborate per oltre un secolo da una 
schiera di eminenti studiosi. Ma il riesame di coteste teorie, pur pro- 
fondo e accurato, porto piu che altro alia rcvisione o al perfezionamento 
di alcuni loro punti secondari, non al loro mutamento radicale. Cosicche, 
tutto sommato, esse restano nel complesso sostanzialmente immutate. 

Insegnano le teorie correnti che Tinflazione danneggia i creditori 
e awantaggia i dcbitori e che la deflazione rcca ripercussioni opposte.* 
Le recenti esperienze confermarono questa tesi,f ma consentirono 
altresi di stabilire, per quanto riflette almcno Tinflazione, che cio awiene 
solo in quanto questa sia di breve durata; perche qualora si prolunghi 
per molto tempo, essa finisce facilmente col trasformarsi da lenta 
e controllabile in principio, in rapida e precipitosa, si da portare 
rapidamente alFannullamento della moneta inflazionata e con essa alia 
disorganizzazione piii completa dell’cconomia nazionale e quindi 
alia rovina ad un tempo dei creditori c dei debitori.| Esiste pcrtanto, 
secondo le recenti esperienze monetarie, un puntOy diro cosi, critico 
deirinflazionc, al di la del quale questa si limita, per quanto riguarda 
la distribuzione della ricchezza, ad avvantaggiare alcuni gruppi sociali 
e a danneggiarne altri, ma al di la del quale essa finisce col danneggiare 
tutte Ic classi sociali.§ 

* Cassel, La monnaie et le change apres 1914^ p. 29; Moulton and McGuire, 
Germany's Capacity to Pay, New York, 1923, p. 218; Keynes, A Tract on 
Monetary Reform, London, 1923, pp. 5-38; Rist, La deflation en pratique, 
Paris, 1924. 

t Eulenburg, Die soziale Wirkungen der Wdhrungsverhdltnisse, in Jahrhiicher 
fur Nationaloekonomie und Statistik, November-December 1924, pp. 748-94; 
Bresciani-Turroni, Le vicende del tnarco tedesco, in Annali di Economia, vol. vii, 
September 1931, pp. 377-441. 

t Per le esperienze monetarie dcirAustria vedi: Van Walre de Bordes, The 
Austrian Crown, London, 1924, pp. 188-99; per quelle della Russia vedi: 
Katzenellenbaum, Russian Currency and Banking, p. 95; per quelle della 
Germania vedi: Bresciani-Turroni, Le vicende del marco tedesco, loc. cit., 
pp. 52-62; Forgeau, La depreciation et la r^alorisation du mark allemand, 
Paris, 1926, pp. 8 et seqq.; von Mises und Klein, Die geldtheoretische und 
geldrechtliche Seite des Stabilisierungsproblems, Munchen, 1923, p. 6. 

§ “Thus a characteristic feature of periods of monetary inflation is the breaking- 
point, a certain moment after which begins a precipitous collapse of the value 
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Nel momento presente Teconomia mondiale sta attraversando un 
periodo di violenta deflazione, Nuovi problemi si profilano quindi, dopo 
quelli deirinflazione, aH’orizzonte degli studiosi. E fra questi problemi 
uno in particolare va segnalato per la sua importanza ed e questo: se, 
come per Vinflazione^ esista un punto critico anche per la deflazione. 
Scopo della presente nota e di chiarire questo punto fondamentale. 

2° Deflazione monetaria significa diminuzione del volume del 
medio circolante piu rapida della diminuzione, o aumento del medio 
circolante meno rapido delFaumento del fabbisogno monetario, quale 
risulta in ciascun momento dal volume del traffico, dalla velociti 
di circolazione della moneta, dal livello esistente dei prezzi. L’effetto 
visibile di essa h il ribasso di questi. Ma le sue ripercussioni sono ben 
piu vaste e complesse, e sono sopratutto diverse secondo il ritmo con 
cui essa si segue, e secondo la sua misura e la sua durata. Anzitutto, 
per quanto riflette il ritmo, se questo e lento per modo che il ribasso 
annuale percentuale dei prezzi e minore del tasso reale dei profitti, 
e ai produttori rimane quindi, per quanto assottigliato, un margine di 
profitto nominale, la deflazione non reca perturbamento sensibile 
alFandamento della produzione, e le sue ripercussioni si riducono 
a una lenta redistribuzione della ricchezza dai creditor! ai debitori e dai 
percettori di redditi variabili a quelli di redditi fissi, secondo le linee 
indicate dalla teoria corrente. Cio awiene ogni qualvolta il fabbisogno 
monetario, sotto la pressione dello sviluppo economico, aumenti un 
po’ piu rapidamente del volume del medio circolante e della sua vclocita 
di circolazione. Onde ogni qualvolta cio si verifichi la deflazione diviene 
compatible col progresso economico e procede anzi di pari passo di 
questo. Un esempio classico di questa situazione viene fornito dalle 
vicende dell’economia mondiale nelFultimo quarto del secolo XIX®. 
Tra il 1873 ^ ^896 i prezzi-oro diminuiscono, come e noto, sensibil- 

mente in tutto il mondo. In Inghilterra per esempio il numero indice 
dei prezzi diminuisce da iii a 61,vale a dire nella misura media 
annuale del 2,30 %, che e indubbiamente inferiore alia media del tasso 
reale dei profitti.f Orbene questo ribasso prolungato dei prezzi non 

of the monetary unit. . . (Katzenellenbaum, op. cit., pp. 24-25). Vedi anche: 
Sella, Teoria del punto critico monetario^ in Riforma Sociale, Agosto 1925, pp. 

313-36. 

* Sauerbeck, The Course of Average Prices of General Commodities in England^ 
London, 1908. 

t Questa percentuale media fu ricavata calcolando la media aritmetica della 
diminuzione percentuale del numero indice dei prezzi di ogni singolo anno 
rispetto a quello dell’anno precedente. 
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irnpedi che le economic dei vari paesi continuassero nel frattempo a 
progredire e in alcuni casi considerevolmente, come lo attestano 
i numeri indici complessi delle condizioni economiche calcolati dal 
Mortara, che passano tra il 1873 e il 1896 da 48,5 a 83,1 per Tlnghil- 
terra, da 44 a 83 per la Francia, da 29,3 (nel 1874) ^ 70>4 
Germania.* 

30 Ma le ripercussioni possono essere invece molto gravi se il 
ribasso annuale dei prezzi e proporzionalmente superiore al tasso reale 
dei profitti e si protrae inoltre per qualche anno ininterrottamente. 
Il profitto nominale (monetario) diviene allora negativo; e i produttori, 
perdendo, sono stimolati a restringere la produzione. In questo caso 
il ribasso dei prezzi non soltanto diviene incompatibile col progresso 
economico e quindi con Taumento della produzione, ma si accompagna 
anzi a una diminuzione di questa, con danno grave ed evidente della 
classc lavoratrice. Ma non sono queste le sole ripercussioni della 
deflazione, ne le piu importanti per il problema che ci interessa. Esse 
sono ben altre; e per studiarle considereremo da prima il caso di un 
singolo produttore, salvo considerare piu tardi quello di una collettivita 
di produttori. 

Si supponga un industrial provvisto di un patrimonio di un milione 
di lire, che egli investe per meta (L. 500,000) in macchine, magazzini, 
tettoie, vale a dire nel capitale fisso della sua industria, e per met^ 
anzichc nel capitale circolante di questa, in titoli pubblici, case, fondi, 
cioe in beni fruttiferi, ma estranei completamente al processo produttivo 
deirindustria stessa e ch’egli puo quindi alienare senza che questa 
abbia a soflFrirne. Per procurarsi i capitali circolanti necessari egli 
dovra ricorrerc al credito. Supponiamo che egli abbia bisogno a tal 
uopo di un milione. 

Se la quota di ammortamento del capitale fisso e del 10 % annuo 
e rinteressc sul prestito del 5 % e se il processo produttivo ha, ponia- 
mo, la durata di un anno, il nostro produttore, per potere coprire tutte 
le spese, deve ricavare dalla vendita annuale del suo prodotto almeno 
L. 1,100,000 (di cui I milione per rimborsare il prestito, 50,000 di 
interessi e 50,000 per ammortamento dei capitali fissi). Supponiamo 
ora che nel corso del primo anno awenga un ribasso medio dei prezzi 
del 25 %, per modo che il suo netto ricavo si riduca a L. 825,000. 
Egli subira la perdita seguente. Il suo capitale fisso, gia ridottosi per 

Mortara, Lezioni di statistica economica^ Roma 1920, pp. 209, 226, 244, 248; 
Mortara, Effetti delle variazioni del potere di acquisto delVoro^ in Giomale degU 
Economisti, February 1931, p. 142. 


F 
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logorio economico da 500,000 a L. 450,000 si deprezzeri (del 25 %) 
a L. 337,500. La parte rimanente del suo patrimonio si deprezzeri 
a L. 375,000. Ma dovendo rimborsare alle banche L. 1,050,000 e avendo 
riscosso soltanto L. 825,000 (ammortamenti compresi) egli dovri 
vendere parte di cotesti beni per un ammontare di L. 225,000. Egli 
restera quindi con un patrimonio di L. 487,500. Un ribasso dei prezzi 
del 25 % gli cagiona pertanto una perdita del 51,25 %, con Taggravante 
che per pagare il suo debito egli ha dovuto impiegare anche la quota 
di ammortamento del capitale fisso. La perdita percentuale sarebbe 
stata maggiore se la proporzione tra la somma presa a prestito e il 
patrimonio fosse stata maggiore di quella del caso in esame. Sarebbe 
stata minore nel caso opposto. In tesi gene rale pub affermarsi che un 
ribasso dei prezzi nella percentuale x cagiona: (i) una perdita che in 
teoria pub ritenersi uguale alia percentuale x a tutti coloro che lavorano 
esclusivamente con capitale proprio; e (2) una perdita in una percentuale 
maggiore di ^ a tutti coloro che lavorano solo in parte con capitale 
proprio, e tanto maggiore quanto maggiore e la proporzione del capitale 
mutuato in confronto del capitale proprio. Per precisare, se indichiamo 
con il capitale di proprieta del produttore, con Go il capitale preso 

Gi + Go , . 

a prestito, con -^ il rapporto tra la somma complessivamente 

disponsibile e il capitale di sua propriety, la perdita percentuale del 
produttore, per ogni ribasso percentuale x dei prezzi, sara determinata 

, ,, . (G, + GJ 

dalla espressione: x -r;- 

Gi 

Ma proseguiamo il nostro esame. In seguito a questo primo ribasso 
il nostro produttore ridurra la produzione, poniamo, del 10 %; e, tenuto 
con to di questa riduzione e del ribasso dei prezzi, esso avra bisogno 
nel secondo anno di un credito anziche di i milione, di L. 675,000. 
Egli perb pub trovare difficolta a procurarsi questa somma, essendosi 
il suo patrimonio ridotto a L. 487,500. Ma supponiamo che la banca, 
ignorandolo, conceda il prestito. Se non awenissero altri ribassi nessun 
guaio ne deriverebbe. Il produttore, subita la prima perdita, con- 
tinuerebbe a produrre e sarebbe in grado di rimborsare a suo tempo 
la banca finanziatrice. Ma supponiamo invece che anche in questo 
secondo anno si verifichi un ribasso del 25 %. Il produttore, che per 
coprire tutte le spese, (ammortamenti sempre compresi) dovrebbe 
realizzarc dalla vendita del prodotto annuale L. 758,750, ma che non 
realizza invece che L. 569,073, mentre d’altro canto deve rimborasare 
alia banca L. 708,750, dovra, per saldare il suo debito, vendere altri 
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beni di sua propriety per L. 139,677. Ma i beni che gli sono rimasti 
e che all’inizio dell’anno valevano ancora L. 175,000 sono ora ridotti a 
L. 131,250. Per cui dopo avcrli venduti il nostro produttore rimarri con 
un debito residuale verso la banca di L. 8,427, non potendo egli, per 
saldarlo alienare una parte dei capital! fissi della sua industria. Quest! 
d’altro canto (ammortamento e deprezzamento dedotti) non valgono piu 
che L. 203,125. Il suo patrimonio netto trovasi ridotto pertanto a sole 
L. 194,698, con una perdita quindi in questo secondo anno del 60 %, 
cioe superiore a quella del primo, in conseguenza delPaumento delle 
proporzioni tra I’ammontare del prestito e del patrimonio del produttore. 

A questo punto la situazione comincia a entrare in una fase delicata. 
Si supponga che il produttore, in seguito al secondo ribasso dei prezzi 
diminuisca la produzione di un altro 10%. Egli avra allora bisogno 
per proseguirla in questa scala ridotta e al nuovo livello dei prezzi 
(divenuti di un altro 25 % inferiori ai precedent!) di un prestito di 
L. 455,600. Ma la banca che e rimasta con un piccolo credito insod- 
disfatto, cioc come oggi si dice congelato^ si trovera imbarazzata ed 
incerta sul da fare. Se rifiuta il prestito essa rovina il produttore, perch6 
lo costringe a chiudere la fabbrica, e difficilmente ricuperera il residuo 
suo credito. Se lo accorda nulla di questo accadra e tutto finira bene, 
a condizione per6 che non si verifichino altri ribassi dei prezzi. Sup- 
poniamo che, nella speranza che il ribasso sia giunto finalmente al 
fondo, la banca conceda il prestito. Ma supponiamo anche che essa si 
sbagli per una seconda volta e che anche nel corso del terzo anno si 
verifichi un ribasso del 25 %. Alla fine di questo terzo anno la situazione 
del nostro produttore diventera la seguente: debito verso la banca 
(per capitale e interessi) L. 478,380; costo del prodotto annuale (am¬ 
mortamento del capitale fisso compreso) L. 528,380; ricavo dalla 
vendita L. 396,290; quindi differenza non rimborsabile alia banca 
L. 82,090, che unite al residuo debito precedente, formano L. 90,517 
di debito complessivo. Il capitale fisso (deprezzamento e ammortamento 
computati) trovasi ridotto a L. 114,844. Il nostro produttore verrk 
a trovarsi col proprio patrimonio ridotto a poche migliaia di lire, con 
la disponibilitJi di un capitale fisso deprezzato e senza il fondo di 
ammortamento per reintegrarlo, e, quello che e piu grave, senza la 
possibility di procurarsi come prima il capitale circolante a mezzo del 
credito. La banca d’altro canto verra a trovarsi con un grosso credito 
inesigibile. Le officine del produttore dovranno esse re chiuse e gli 
operai licenziati. La situazione a partire da questo momento diviene 
critica per tutti. 
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Ma vediamo un po’ da vicino per quale ragione ci6 avvenga. Se 
il nostro industrial avesse lavorato esclusivamente con capitali propri 
impiegando Tintero patrimonio nella propria industria e distribuendone 
quindi Tammontare tra capitali fissi e capitali circolanti nelle propor- 
zioni richieste dalla tecnica ed economia industriale, egli si sarebbe 
trovato dopo tre anni di deflazione (nella misura annuale del 25 %) 
con un patrimonio di L. 421,900 anziche di un milione, ma costituito 
di capitali fissi e di capitali circolanti pressoche nelle stesse proporzioni 
di prima. Egli avrebbe quindi potuto continuare a tenere aperte le 
officine e lavorare; e Tunico mutamento, a prescindere da temporanci 
squilibri tra i vari prezzi, sarebbe stato questo: di dovere tenere i propri 
conti con cifre deflazionate, cioe infcriori del 58 % a quelle primitive. 
Ma si e creata invece la situazione indicata per avere egli investito 
altrimentiil proprio patrimonio e dovuto ricorrere al credito. Quindi e 
Tuso del credito la causa degli infortuni economic! del nostro produttore. 

4® Tutto questo stabilito e premesso vediamo ora, passando 
dairesame del caso singolo a quello di casi molteplici, quali sieno 
le ripercussioni della deflazione sulFeconomia nazionale. Sotto il 
rispetto della composizione del loro patrimonio i produttori possono 
dividersi nei seguenti tre gruppi e cioe: (i) produttori che tengono 
il loro patrimonio investito ad un tempo nei capitali fissi e nei capitali 
circolanti delle loro imprese e cio nelle esatte proporzioni richieste 
dalla tecnica della produzione; (2) produttori che tengono investito 
tutto il loro patrimonio nei capitali fissi delle loro imprese; (3) produttori 
che tengono investita solo una parte del loro patrimonio nei capitali 
fissi, ma che, per ragioni di distribuzione dei rischi, investono la parte 
rimanente, anziche nei capitali circolanti della loro impresa, in beni 
estranei al processo produttivo di questa, e per lo piu facilmente realiz- 
zabili. Quali sieno nei fatto le proporzioni fra i tre gruppi di produttori 
h difficile precisare tanto piu che esse sono probabilmente diverse da 
paese a paese. Ma dall’esperienza quotidiana si e portati a ritenere che 
il primo gruppo sia il meno importante e che quindi la grande massa 
di produttori appartenga agli altri due. I produttori del primo gruppo 
non hanno bisogno di ricorrere al credito in nessuna misura per 
Tesercizio della loro attivita. I produttori degli altri due gruppi hanno 
invece bisogno entrambi del credito per procurarsi il capitale di 
esercizio. Quindi le condizioni da noi postulate precedentemente a 
proposito di un produttore possono ritenersi comuni a un grande numero 
di produttori; e tutto considerato pu6 quindi ritenersi che la massima 
parte di questi lavori oggidi nei paesi piii evoluti col sussidio del credito, 
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Cio pero essi possono fare solo in quanto le banche sieno in grado di 
concedere loro il credito di cui hanno bisogno. E le banche sono a loro 
volta in grado di farlo solo in quanto ricevano esse stesse, sotto forma 
di depositi bancari, crcdito sufficiente dal pubblico che risparmia e non 
investe. Quindi le condizioni che nei paesi piii evoluti vengono a 
crcarsi e ne formano le caratteristiche sono, fra le altre, le seguenti: 

(1) esistenza di risparmi non investiti direttamente dai risparmiatori 
c tcnuti in forma di depositi bancari; (2) esistenza di un volume per- 
manente, per quanto mutevole nel suo ammontare, di crediti bancari 
concessi dalle banche ai produttori; (3) esistenza a disposizione di un 
gran numcro di produttori e quindi dei produttori, considerati come 
classc, di una massa di beni estranei al loro processo produttivo (titoli 
pubblici d’ogni genere, ecc.) e per lo piii facilmente realizzabili. 
Costituisce questa massa di beni per i produttori come classe un fondo 
di riserva contro le perdite eventuali, e per il sistema bancario nel suo 
insieme un fondo semi-liquido di garanzia dei prestiti da esso concessi. 
E’ dall’esistenza di queste condizioni che derivano aU’economia sociale, 
in caso di deflazione, le ripercussioni di cue e sotto parola. Quali adunque 
queste ripercussioni ? 

Esaminando il caso di un singolo produttore abbiamo visto che man 
mano che la deflazione segue il suo corso: (i) il produttore tende a 
restringere la produzione; (2) il fondo dei beni alienabili da lui pos- 
seduti diminuisce. E abbiamo visto altresi che non appena quel fondo si 
sia esaurito le perdite del produttore cominciano a incidere parzialmente 
sulla banca sowentrice. Orbene quanto awiene per un produttore 
singolo awiene per tutti i produttori che agiscano nelle condizioni 
indicate. V. qnanto awiene per una banca awiene per tutto il sistema 
bancario nei rapporti coi suoi clienti. Quindi, considerando Teconomia 
nazionale nel suo insieme, le ripercussioni immediate della deflazione 
sono le seguenti: (i) diminuzionc della produzione nazionale; 

(2) diminuzione del fondo di riserva dei produttori e cio sia per il 
deprezzamento dei beni che lo compongono, sia per Talienazione di 
cotesti beni che i produttori, per fare fronte alle perdite subite, sono 
costretti a efTettuare.* Il valore monetario di questo fondo diminuisce 
quindi in misura maggiore della deflazione e si logora percio rapidamente 
man mano che questa prosegue. Tuttavia finche esso esiste ancora, 
per quanto in proporzioni ridotte, il danno finanziario della deflazione, 

* I beni che, in segiiito alle perdite subite, i produttori sono costretti a vendere 
vengono con ogni probability hcquistati ai prezzi ribassati dai risparmiatori e 
pagati da questi coi loro depositi bancari. 
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a prescindere da qualche caso sporadico di insolvenza da parte di 
produttori sprowisti di riserve proprie, rimane confinato ai soli pro- 
duttori, perche questi, come classe, restano ancora solventi. Ma questo 
fondo, se la deflazione prosegue, finisce presto o tardi coll’esaurirsi. 
E, nel momento in cui questo awenga, cominciano i guai. I produttori, 
colpiti da nuove perdite, senza possedere altri beni da alienare, trovansi 
nella impossibility di rimborsare totalmente i loro debiti. I casi di 
insolvenza da sporadic! e isolati diventano generali. II ritmo dei rimborsi 
alle banche si rallenta; e i credit! di queste cominciano a congelarsi. 
II processo di corrosione economica, che le aveva fino allora risparmiate 
o appena sfiorate, le investe e ferisce in pieno; e la situazione entra in 
una fase critica. Le banche possono, e vero, garantirsi prendendo 
ipoteca sugli impianti industrial! dei produttori morosi. Ma questo 
prowedimento non giova a restituire loro la necessaria liquidita. 
Ond’esse, menomate nei loro movimenti, non hanno altre possibili 
vie d’uscita che queste: o di contrarre bruscamento il credito ai pro¬ 
duttori per non appesantire di troppo la loro posizione, o di continuare 
a concedere loro i credit! di cui hanno bisogno, Se seguono la prima 
via esse costringono i produttori a sospendere buona parte della pro- 
duzione. Col che, accentuando il ritmo della deflazione, cioe provocando 
nuovi ribassi dei prezzi, concorrono a rendcrc sempre meno esigibili 
i loro credit! congelati. Se invece seguono la seconda via esse lasciano 
per il momento la posizione dei produttori immutata, ma a prezzo di 
un peggioramento della propria. In entrambi i casi quindi la situazione 
delle banche diviene delicatissima. E basta il menomo panico dei 
depositanti a farla precipitare. E nel momento in cui questo awenga 
la realta, fino allora mascherata, si mostra in tutta la sua graviti. I 
produttori gia rovinati in precedenza come debitori, risentono nuovo 
danno dalla improwisa diminuzione dei credit!. Le banche, in quanto 
creditrici di credit! congelati e debitrici di debiti liquid!, sono ridotte 
airinsolvenza. I depositanti, rimanendo come creditor! parzialmente 
insoddisfatti, subiscono essi pure delle perdite.* E la classe lavoratrice, 

* Per i depositanti, al pari che per tutti i creditori, bisogna pero distinguere un 
danno nominale da un danno reale. La deflazione infatti reca loro inizialmente 
un beneficio perch^ fa aumentare il valore reale dei loro credit!, pur lasciando 
immutato il loro ammontare nominale. Quando per6 invece, superato il punto 
critico, Tammontare nominale del loro credito viene decurtato, in sede di 
fallimento o di concordato, essi subiscono un danno nominale. Ma a questo 
corrisponderk in definitiva un danno reale solo in quanto la dccuratazione 
percentuale delPammontare nominale del loro credito sia maggiore della 
diminuzione percentuale del livello dei prezzi. Quindi solo in questo caso pu6 
parlarsi a strctto rigore di un vero e proprio danno dei creditori. 
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per la chiusura delle fabbriche, h pure gravemente colpita. Si aggiunga 
a do, per completare il quadro, che la deflazione, se prolungata, rovina 
i proprietari di fondi ipotccati, senza che i creditori abbiano sempre 
modo di soddisfarsi completamentc con la vendita forzata di questi. 
Si aggiunga infine che essa finisce anchc coiraumentare talmente il 
peso dei debiti pubblici da costringere gli enti debitori a ridurre 
forzosamente gli interessi convenuti, con sacrificio pure dei creditori. 
Ora queste ripercussioni supplementari della deflazione entrano in 
giuoco generalmente o almeno si inaspriscono in misura rilevante 
quando incominci la fase critica di cui e sopra parola; perche e quando, 
per i dissesti bancari, i prezzi precipitano e, per la conseguente diminu- 
zione della produzione il reddito monetario e reale nazionale si contragga, 
che la situazione dei proprietari di fondi fortemente ipotecati diventa 
insostenibile e il peso reale dei debiti pubblici aumenta smisuratamente. 
Cosicche quelle stesse condizioni che determinano le ripercussioni 
primarie determinano altresi direttamente o indirettamente queste 
ripercussioni supplementari. 

Per tutto cio la deflazione che, se contenuta entro dati limiti, 
danneggia i soli debitori, danneggia, se oltrepassa questi limiti, tutte 
le classi social! e paralizza la vita economica. Esiste quindi, come si 
vede, al pari che per Tinflazione, un punto critico anche per la deflazione, 
E’ questo il punto a partire dal quale la deflazione comincia a vulnerare 
il sistema bancario. E a ragione puo dirsi critico cotesto punto, sia 
perche a partire da esso tutte le classi social! sono danneggiate, sia 
perche non appena esso venga raggiunto la deflazione diviene causa di se 
stessa e una volta iniziata prosegue senza che nulla possa arrestarla. 

Questo punto critico ha importanza non soltanto sotto Taspetto 
economico, perche segna il limite fino al quale la deflazione puo essere 
impunemente portata, ma anche sotto Taspetto giuridico, perche 
segna il limite fino al quale le norme comuni di diritto possono trovare 
applicazione. Quando infatti Teconomia di un paese o Teconomia 
mondiale sia giunta, per effetto di una prolungata deflazione, a uno 
stato di generale insolvenzae Tapplicazione rigida delle sanzionicontro 
i debitor! insolvent! importerebbe Tespropriazione di falangi di 
proprietari e produttori, quindi il trapasso forzato di buona parte delle 
imprese da persone idonee a personc o enti inetti a escrcitarle e quindi 
il dissolvimento delPeconomia sociale, e assurdo pensare aH’applica- 
zione rigida delle comuni norme di diritto e s’impone Tapplicazione 
di alt re norme, cio^ di principi equitativi che, pure tenendo conto dei 
diritti dei creditor!, salvaguardino gli interessi deU’economia nazionale. 
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Per cui il principio giuridico secondo il quale chi contrae un prestito 
resta obbligato per rammontare monetario nominale di questo e ove 
non lo soddisfi integralmente viene dichiarato insolvente e perseguito 
a termini di legge, principio che ha per fondamento il presupposto 
di una moneta con potere d’acquisto stabile, puo trovare applicazione 
anche in presenza di una moneta con potere d’acquisto instabile, ma 
solo per6 entro i limiti, in caso di deflazione, del punto critico di questa. 
Il fatto che oggi si parli in tutto il mondo della necessity di rivedere 
Tammontare nominale dei debiti pubblici e privati, che si eseguiscano, 
anche da parte di paesi finanziariamente forti, conversioni di debiti 
che sono vere e proprie conversioni forzate, si sospenda da parte di 
altri il pagamento di impegni liberamente contratti, si proponga da 
altri ancora Talterazione artificiale del valore della moneta per salvare 
la larga schiera dei debitori rovinati, e di tutto questo si parli, e tutto 
questo si faccia senza che la coscienza pubblica si ribelli, dimostra 
che nella situazione odierna le comuni norme giuridiche cessano di 
costituire lo strumento piu appropriate a regolare i rapporti economici 
tra creditori e debitori, e che ci troviamo in una di quelle situazioni in 
cui il punto critico della deflazione h stato superato. 

5® Ma quali le condizioni da cui questo punto critico dipende, 
e quale quindi la misura in cui la deflazione puo prolungarsi prima di 
raggiungerlo ? Come per un singolo produttore, cosi per la massa dei 
produttori la deflazione sarebbe esente da gravi conseguenze se questi 
lavorassero tutti con capitali propri, cioe tenessero i propri patrimoni 
investiti esclusivamente nei beni costituenti il capitale fisso e di eser- 
cizio delle loro imprese in modo da non dovere ricorrere al credito. 
In questo caso e se al tempo stesso non esistessero debiti pubblici o 
privati di altro genere e non esistessero redditi fissi in senso assoluto, 
la deflazione potrebbe proseguire aH’infinito e non esisterebbe per essa 
punto critico alcuno. Ma invece noi abbiamo visto che la maggior 
parte dei produttori tengono il loro patrimonio investito in modo da 
creare bensi una specie di fondo di riserva a loro disposizione, ma 
da dovere in pari tempo ricorrere permanentemente al credito. Ed 
abbiamo visto altresi che le perdite cagionate dalla deflazione ai pro¬ 
duttori sono tanto maggiori quanta piii rilevante h rispetto al loro 
patrimonio il volume del credito da essi ottenuto. Quindi la misura 
della deflazione necessaria a che questo cominci a vulnerare il sistema 
bancario dipende: (i) dalFammontare delle riserve dei beni facilmente 
realizzabili estranei al processo produttivo, di cui i produttori come 
classe dispongono; e (2) dal rapporto tra il volume complessivo dei 
credit! bancari loro concessi e i loro patrimoni, cioh in sostanza la 
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ricchezza privata nazionale. Quanto ai debitori ipotecari e agli enti 
pubblici, questi e quelli diventano rispettivamente, a parita di ogni 
altra condizione, tanto piii rapidamente insolventi quanto maggiore 
e per i primi I’ammontare dei loro debiti in confronto al valore iniziale 
dei beni ipotecati, e quanto maggiore e per i secondi Tammontere degli 
interessi annuali dovuti ai loro creditor! in confronto al normale reddito 
monetario nazionale. Quindi quanto piu piccolo e I’ammontare del 
fondo di riserva dei produttori, quanto piu rilevante e il volume relativo 
dei credit! brevi loro concessi dalle banche, quanto maggiore e il 
volume dei credit! lunghi concessi ai creditor! ipotecari, e quanto 
maggiore e il volume relativo dei debiti pubblici, tanto piu rapidamente 
i debitor! tutti privati e pubblici diventano insolventi in caso di defla- 
zione c tanto piu rapidamente quindi si raggiunge il punto critico di 
questa. Viceversa awiene nel caso opposto. 

Da quanto precede resta chiarita la ragione di due caratteristiche 
fondamcntali del processo di deflazione e cioe: (i) perche questa, 
anche se rilevante, rimanga in un primo periodo esente nel complesso 
da gravi ripercussioni sulLeconomia nazionale;* (2) perche i vari paesi 
presentino un diverse grade di resistenza alia deflazione, di guisa che 
una stessa deflazione, mentre viene sopportata senza danni eccessivi 
da un paese, riesce invece disastrosa per altri. A cio devesi probabil- 
mente, a prescindere dalle responsabilita del difettoso ordinamento 
bancario, se agli Stati Unit! la deflazione prodotta dalla presente crisi 
ha create maggiori perturbamenti che altrove, essendo appunto gli 
Stati Unit! il paese che, per Tenorme afflusso di oro negli ultimi 18 mesi, 
per i deposit! di oro lasciati per tanti anni presso le banche americane 
dai paesi Europe!, per il largo e in molti casi eccessivo impiego del 
sistema delle vendite a rate, ha piu degli altri abusato recentemente 
del credito. 

* Un caso tipico, che conferma il principio esposto nel testo, viene fornito 
dalle vicende della recente crisi americana. Dal Settembre 1929, momento in 
cui si inizia la crisi di borsa a Nuova York fino al Novembre 1930, momento 
in cui la pressionc della crisi cconomica gcncralc comincia a farsi sentire i 
prezzi delle merci all’ingrosso diminuiscono agli Stati Uniti del 15 %, e gli 
indici della produzione diminuiscono da 122 a 91, cioe del 24 % {Report on 
Current Economic Conditions^ Memorandum No. 38 della R. Economic Society 
di Londra, p. 22). Ma . . . “until November 1930 the bank seemed to be weather¬ 
ing pression quite well. . . . Since November 1930, however, the situation has 
had a decidedly different aspect. ... It therefore appeared that, though bank 
mortality was severe at the end of 1930, it did not assume the proportion of 
a country widespread epidemic until after the cutting short of business revival 
last summer” (Coyle, A Review of Recent Bank Failures, in Review of Economic 
Statistics, February 1932, p. 38). In questo caso la deflazione ha impiegato, 
come si vede, piu di un anno per raggiungcre il suo punto critico. 
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PROPAGATION PROBLEMS AND IMPULSE 
PROBLEMS IN DYNAMIC ECONOMICS* 


RAGNAR FRISCH, University of Oslo 
I. INTRODUCTION 

The majority of the economic oscillations which we encounter seem 
to be explained most plausibly as free oscillations. In many cases they 
seem to be produced by the fact that certain exterior impulses hit the 
economic mechanism and thereby initiate more or less regular oscil¬ 
lations. 

The most important feature of the free oscillations is that the length 
of the cycles and the tendency towards dampening are determined by 
the intrinsic structure of the swinging system, while the intensity (the 
amplitude) of the fluctuations is determined primarily by the exterior 
impulse. An important consequence of this is that a more or less 
regular fluctuation may be produced by a cause which operates 
irregularly. There need not be any synchronism between the initiating 
force or forces and the movement of the swinging system. This fact 
has frequently been overlooked in economic cycle analysis. 

If a cyclical variation is analysed from the point of view of a free 
oscillation, we have to distinguish between two fundamental problems: 
first, the propagation problem; second, the impulse problem. The 
propagation problem is the problem of explaining by the structural 
properties of the swinging system what the character of the swings 
would be in case the system was started in some initial situation. This 
must be done by an essentially dynamic theory, that is to say, by a 
theory that explains how one situation grows out of the foregoing. 
In this type of analysis we consider not only a set of magnitudes in a 
given point of time and study the interrelations between them, but 
we consider the magnitudes of certain variables in different points of 
time, and we introduce certain equations which embrace at the same 
time several of these magnitudes belonging to different instants. This 

• The numerical results incorporated in the present study have been worked 
out under my direction by assistants in the University Institute of Economics, 
Oslo, established through generous grants from the Rockefeller Foundation, 
New York, and A/S Norsk Varekrig, Oslo. As directors of the Institute, 
Professor Wedervang and I take this opportunity of expressing our sincere 
thanks for the support received from these institutions. 
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is the essential characteristic of a dynamic theory. Only by a theory of 
this type can we explain how one situation grows out of the foregoing. 
This type of analysis is basically different from the kind of analysis 
that is represented by a system of Walrasian equations; indeed in such 
a system all the variables belong to the same point of time. 

In one respect, however, must the dynamic system be similar to 
the Walrasian: it must be determinate. That is to say, the theory must 
contain just as many equations as there are unknowns. Only by 
elaborating a theory that is determinate in this sense can wc explain 
how one situation grows out of the foregoing. This, too, is a fact that 
has frequently been overlooked in business cycle analysis. Often the 
business cycle theorists have tried to do something which is equivalent 
to determining the evolution of a certain number of variables from a 
number of conditions that is smaller than the number of these variables. 
It would not be difficult to indicate examples of this from the literature 
of business cycles. 

When we approach the study of business cycle with the intention 
of carrying through an analysis that is truly dynamic and determinate 
in the above sense, we are naturally led to distinguish between two 
types of analyses: the micro-dynamic and the macro-dynamic types. 
The micro-dynamic analysis is an analysis by which we try to explain 
in some detail the behaviour of a certain section of the huge economic 
mechanism, taking for granted that certain general parameters are given. 
Obviously it may well be that we obtain more or less cyclical fluctua¬ 
tions in such sub-systems, even though the general parameters are 
given. The essence of this type of analysis is to show the details of the 
evolution of a given specific market, the behaviour of a given type of 
consumers, and so on. 

The macro-dynamic analysis, on the other hand, tries to give an 
account of the fluctuations of the whole economic system taken in its 
entirety. Obviously in this case it is impossible to carry through the 
analysis in great detail. Of course, it is always possible to give even a 
macro-dynamic analysis in detail if we confine ourselves to a purely 
formal theory. Indeed, it is always possible by a suitable system of 
subscripts and superscripts, etc., to introduce practically all factors 
which we may imagine: all individual commodities, all individual 
entrepreneurs, all individual consumers, etc., and to write out various 
kinds of relationships between these magnitudes, taking care that the 
number of equations is equal to the number of variables. Such a theory, 
however, would only have a rather limited interest. In such a theory 
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it would hardly be possible to study such fundamental problems as the 
exact time shape of the solutions, the question of whether one group 
of phenomena is lagging behind or leading before another group, the 
question of whether one part of the system will oscillate with higher 
amplitudes than another part, and so on. But these latter problems are 
just the essential problems in business cycle analysis. In order to attack 
these problems on a macro-dynamic basis so as to explain the move¬ 
ment of the system taken in its entirety, we must deliberately disregard 
a considerable amount of the details of the picture. We may perhaps 
start by throwing all kinds of production into one variable, all con¬ 
sumption into another, and so on, imagining that the notions “pro¬ 
duction,” “consumption,” and so on, can be measured by some sort 
of total indices. 

At present certain examples of micro-dynamic analyses have been 
worked out, but as far as I know no determinate macro-dynamic 
analysis is yet to be found in the literature. In particular no attempt 
seems to have been made to show in an exact way what the relations 
between the propagation analysis and the impulse analysis are in this 
field. 

In the present paper I propose to offer some remarks on these 
problems. 


2. LE TABLEAU ECONOMIQUE 

In order to indicate the most important variables entering into the 
macro-dynamic system we may use a graphical illustration as the one 
exhibited in Fig. i. 

The system expressed in Fig. i is a completely closed system. All 
economic activity is here represented as a circulation in and out of 
certain sections of the system. Some of these sections may best be 
visualized as receptacles (those are the ones indicated in the figure by 
circles), others may be visualized as machines that receive inputs and 
deliver outputs (those are the ones indicated in the figure by squares). 
There are three receptacles, namely, the forces of nature, the stock of 
capital goods, and the stock of consumer goods. And there are three 
machines: the human machine, the machine producing capital goods, 
and the machine producing consumer goods. 

The notation is chosen such that capital letters indicate stocks and 
small letters flows. For instance, R means that part of land (or other 
forces of nature) which is engaged in the production of consumer 

173 



ECONOMIC ESSAYS IN HONOUR OF GUSTAV CASSEL 


goods, r is the services rendered by R per unit time. Similarly V is 
the stock of capital goods engaged in the production of consumer goods 
and V the services rendered by this stock per unit time. Further, a is 
labour (manual or mental) entering into the production of consumer 
goods, so that the total input in the production of consumer goods 
is r + z; + 

The complete macro-dynamic problem, as I conceive of it, consists 
in describing as realistically as possible the kind of relations that exist 
between the various magnitudes in the Tableau Economique exhibited 



Fig. I 

in Fig. I, and from the nature of these relations to explain the move¬ 
ments, cyclical or otherwise, of the system. This analysis, in order to 
be complete, must show exactly what sort of fluctuations are to be 
expected, how the length of the cycles will be determined from the 
nature of the dynamic connection between the variables in the Tableau 
Economique, how the damping exponents, if any, may be derived, etc. 
In the present paper I shall not make any attempt to solve this problem 
completely. I shall confine myself to systems that are still more 
simplified than the one exhibited in Fig. i. I shall commence by a 
system that represents, so to speak, the extreme limit of simplification, 
but which is, however, completely determinate in the sense that it 
contains the same number of variables as conditions. I shall then 
introduce little by little more complications into the picture, remem¬ 
bering, however, all the time to keep the system determinate. This 
174 




PROPAGATION AND IMPULSE PROBLEMS 


procedure has one interesting feature: it enables us to draw some 
conclusions about those properties of the system that may account for 
the cyclical character of the variations. Indeed, the most simplified 
cases are characterized by monotonic evolution without oscillations, 
and it is only by adding certain complications to the picture that we 
get systems where the theoretical movement will contain oscillations. 
It is interesting to note at what stage in this hierarchic order of 
theoretical set-ups the oscillatory movements come in. 

3. SIMPLIFIED SYSTEMS WITHOUT OSCILLATIONS 

We shall first consider the following case. Let us assume that the 
yearly consumption is equal to the yearly production of consumers* 
goods, so that there is no stock of consumers* goods. But let us take 
account of the stock of fixed capital goods as an essential element of 
the analysis. The depreciation on this capital stock will be made up 
by two terms: a term expressing the depreciation caused by the use 
of capital goods in the production of consumers* goods, and a term 
caused by the use of capital goods in the production of other capital 
goods. For simplicity we shall assume that in both these two fields the 
depreciation on the fixed capital goods employed are proportional to 
the intensity with which they arc used, this intensity being measured 
by the volume of the output in the two fields. If h and k are the 
depreciation coefficients in the capital producing industry and in the 
consumer goods industry respectively, the total yearly depreciation on 
the nation’s capital stock will be hx + ky^ where x is the yearly pro¬ 
duction of consumers* goods and y the yearly production of capital 
goods. Our assumption amounts to saying that h and k are technically 
given constants. 

What will be the forces determining the annual production of 
capital goods y} There are two factors exerting an influence on y. 
First, the need to keep up the existing capital stock, replacing the part 
of it that is worn out. Second, the need for an increase in total capital 
stock that may be caused by the fact that the annual consumption is 
increasing. This latter factor is essentially a progression (or degression) 
factor, and does not exist when consumption is stationary. I shall 
consider these two factors in turn. 

First let us assume that the annual consumption is kept constant 
at a given level x. How much annual capital production y will this 
necessitate? This may be expressed in terms of the depreciation 
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coefficients in the following way. Let total capital stock be denoted Z. 
The rate of increase of this stock will obviously be 

(1) Z ~ y — (hx + ky) 

Since the stationary case is characterized by Z = o, the stationary 
levels of X and y must obviously be connected by the relation 
y = hx kyy i.e. 

(2) y == mx 

where m =-7 

1 — k 

The constant m represents the total depreciation on the capital 
stock associated with the production of a unit of consumers’ goods, 
when we take account not only of the direct depreciation due to the 
fact that fixed capital is used in the production of consumer goods, 
but also take account of the fact that fixed capital has to be used in 
the production of those capital goods that must be produced for 
replacement purposes. This follows from the way in which (2) was 
deduced, and it may also be verified by following the depreciation 
process for an infinite number of steps backwards. Indeed, the pro¬ 
duction of X causes a direct depreciation of hx. In order to replace 
these hx units of capital, a further depreciation of khx is caused, and 
this amount has to be added to the annual capital replacement pro¬ 
duction. But adding the amount khx to the annual capital production 
means that the annual depreciation is increased by k . [khx) ~ IrhXy 
which also has to be added to the annual capital production, and so on. 
Continuing in this way, we find that the total annual capital production 
needed to maintain the constant consumption x (with no change in 
the total capital stock) is equal to 

h 

hx + khx + hrhx + • • • = -= tnx 

1 — k 

which is formula (2). For this reason m may be called the totaly 
h and k partial depreciation coefficients. 

Now let us consider the other factor that effects the annual capital 
production, namely, the change x in the annual production of con¬ 
sumption goods. 

Let us take a simple example. Suppose that a capital stock of 
1,000 units is needed in order to produce a yearly national income 
(i.e. a yearly national consumption) equal to 100 units, then if the 
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production of consumer goods rests stationary at a level of lOO units 
per year, it is only necessary to produce each year enough capital 
goods to replace the capitals worn out, namely, m . lOO, m being the 
constant in (2). 

But if there is in a given year an increase, say, of 5 units, in the 
production of consumer goods, then it is necessary during that year 
to increase the stock of capital goods. Indeed, in order to maintain a 
yearly production of consumer goods equal to 105, there is needed a 
capital stock equal to 1,050. During the year in question it is therefore 
necessary to produce an additional 50 units of capital goods. We are 
thus led to assume that the yearly production of capital goods can be 
expressed in a form where there occurs not only the term (2) but also 
a term that is proportional to x, i.e. y will be of the form 

(3) y ^ mx + fjLX 

where 7 n and /x are constants. The constant m expresses the wear and 
tear on capital goods cauvsed directly and indirectly by the production 
of one unit of consumption, and /x expresses the si/.e of capital stock 
that is needed directly and indirectly in order to produce one unit of 
consumption per year. In other words, /x is the total “production 
coefficient,’* in the Walrasian sense, for the factor capital. 

The two influences expressed by the two terms in (3) have been 
the object of a certain discussion in the literature which ought to be 
mentioned here. Professor Wesley C. Mitchell, in one of his studies, 
observed that the maximum in the production of capital goods preceded 
the maximum in the production of consumer goods (or, which amounts 
to the same, the sales of consumer goods if stock variations of consumer 
goods are disregarded). From this he drew the conclusion that it is 
rather in production than in consumption we ought to look for the 
factors that can explain the turning-point of the cycle. Professor J. M. 
Clark objected to this conclusion. He said that the rate of increase of 
consumption exerts a considerable influence on the production of 
capital goods, and that the movement of this rate of increase precedes 
the movement of the absolute value of the consumption. Indeed, 
during a cyclical movement the rate of increase will be the highest, 
about one-quarter period before the maximum point is reached in the 
quantity itself. 

The effect which Clark had in mind is obviously the effect which 
we have expressed by the second term in (3). If we think only of this 
term, disregarding the first term, we will have the situation where y is 
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simply proportional to the rate of increase of x. If the movement is 
cyclical, we would consequently have a situation as the one exhibited 
in Fig. 2. 

In Fig. 2 we notice that the peak in consumption comes after the 
peak in capital production, but if we compare production with the rate 
of increase of consumption, we find that there is synchronism: the 
maximum rate of increase in consumption occurs at the same moment 



IN consumption 

Fig. 2 

as the peak in the actual size of capital production. The fact observed 
by Mitchell can, therefore, just as well be explained—as Clark did— 
by saying that it is consumption which exerts an influence on pro¬ 
duction. This is an interesting observation, and it is correct if taken 
only as an expression for one of the factors influencing production.* 

In order to have a complete and correct picture we must, however, 
take account of both terms in (3), and we must also look for some 
other relation between our variables. So far the problem is not yet 
determinate. 

• Clark, in his discussion of this question, went further than this. He tried 
to prove that the fact here considered could by itself explain the turning-point 
of the business cycle, but this is not correct. Indeed, equation (3) is only one 
equation between two variables. Consequently many types of evolutions are 
possible. See the discussion between Professor Clark and the present author 
in Journal of Political Economy, 1931-32. 
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In order to make the problem determinate we need to introduce 
an equation expressing the behaviour of the consumers. We shall do 
this by introducing the Walrasian idea of an encaisse desiree. This 
notion will be introduced here only as a parameter by means of which 
we express a certain feature of the behaviour of the consumers. The 
parameter is going to be introduced in the equations and then 
eliminated. Its introduction, therefore, does not mean that we are 
actually elaborating a monetary theory of business cycle. It is only an 
intermediary parameter introduced in order to enable the formulation 
of a certain simple hypothesis. 

The encaisse desiree^ the need for cash on hand, is made up of two 
parts: cash needed for the transaction of consumer goods and producer 
goods respectively. The first of these parts may of course always be 
written as a certain factor r times the sale of consumer goods, and 
the second part as a certain factor s times the production of capital 
goods, provided the factors r and s are properly defined. In other 
words, the encaisse desiree co may be written 

(4) CO == rx 4- sy 

As a first approximation one may perhaps consider r and 5 as constants 
given by habits and by the nature of existing monetary institutions. 

When the economic activity both in consumer goods and in producer 
goods production increase, as they do during a period of expansion, 
the encaisse desiree will increase, but the total stock of money, or 
money substitutes, cannot be expanded ad infinitum under the present 
economic system. There are several reasons for this: limitations of 
gold supply, the artificial rigidity of the monetary systems, psycho¬ 
logical factors, and so on. We do not need to discuss in detail the 
nature of these limiting factors. We simply assume that, as the activity 
and consequently the need for cash increases, there is created a tension 
which counteracts a further expansion. This tension is measured by 
the expression (4). It seems plausible that one eflPect of the tightening 
of the cash situation, and perhaps the most important one, will be a 
restriction in consumption. In the boom period when consumption 
has reached a high level (in many cases it has extended to pure 
luxuries), consumption is one of the elastic factors in the situation. 
It is likely that this factor is one that will yield first to the cash pressure. 
To begin with this will only be expressed by the fact that the rate of 
increase of consumption is slackened. Later, consumption may perhaps 
actually decline. Whatever this final development it seems plausible 
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to assume that the encaisse desiree co will enter into the picture as an 
important factor which, when increasing, will, after a certain point, 
tend to diminish the rate of increase of consumption. Assuming as a 
first approximation the relationship to be linear, we have 

(5) a: = c — Ao) 

where c and A are positive constants. The constant c expresses a ten¬ 
dency to maintain and perhaps expand consumption, while A expresses 
the reining-in effect of the encaisse desiree. 

Introducing into (5) the expression for the encaisse desiree taken 
from (4), we get 

( 6 ) X — c — \{rx h -st) 

This equation we shall call the consumption equation. 

The two equations (3) and (6) form a determinate system in the 
two variables x and y. If the parameters jit, w. A, etc., are constants, 
the system may easily be solved in explicit form. By doing so we see 
that the system is too simple to give oscillations. Indeed, by eliminating 
X between (3) and (6) we get a linear relation between x and j. 
Expressing one of the variables in terms of the others by means of 
this relation and inserting in one of the two equations (3) or (6) we 
get a linear differential equation in a single variable. The characteristic 
equation is consequently of degree one, and has therefore only one 
single real root. This means that the variables will develop monotoni- 
cally as exponential functions. In other words, we shall have a secular 
trend but no oscillations.* 

The system considered above is thus too simple to be able to 
explain developments which we know from observation of the economic 
world. There are several directions in which one could try to generalize 
the set-up so as to introduce a possibility of producing oscillations. 
One idea would be to distinguish between saving and investment. The 
fact that, in an actual situation, there is a difference between these two 
factors will tend to produce a depression or an expansion. This is 
Keynes’ point of view. It would be exceedingly interesting to see what 
sort of evolution would follow if such a set of hypotheses were subject 
to a truly dynamic and determinate analysis. 

Another way of generalizing the set-up would be to introduce the 
fact that the existence of debts exerts a profound influence on the 

* Incidentally this shows that the fact pointed out by Clark does not neces¬ 
sarily lead to a development giving a turning-point. 
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behaviour of both consumers and producers. This is the leading idea 
of Irving Fisher’s approach to the business cycle problem. 

A third direction would be to introduce the Marxian idea of a bias 
in the distribution of purchasing power. This idea may—with a slight 
change of emphasis—be expressed by saying that under private 
capitalism production will not take place unless there is a prospect of 
profit, and the existence of profits tends to create'a situation where 
those who have the consumption power do not have the purchasing 
power, and vice versa. Thus, under private capitalism, production must 
more or less periodically kill itself. 

A fourth direction would be the introduction of Aftalion’s point 
of view with regard to production. The essence of this consists in 
making a distinction between the quantity of capital goods whose 
production is started and the activity needed in order to carry to 
completion the production of those capital goods whose production was 
started at an earlier moment. The essential characteristics of the situa¬ 
tion that thus arises are that the activity at a given moment does not 
depend on the decisions taken at that moment, but on decisions taken 
at earlier moments. By this we introduce a new element of discrepancy 
in the economic life that may provoke cyclical oscillations. I do not 
think that Aftalion’s analysis as originally presented by himself can 
be characterized as a determinate analysis. By putting his arguments 
into equations one will find that he does not have as many equations 
as unknowns. But his idea with regard to production is very interesting, 
and, if properly combined with other ideas, will lead to a determinate 
system. Not only that, but it may lead to a system giving rise to 
oscillations. I now proceed to the discussion of such a system. 


4. A MACRO-DYNAMIC SYSTEM GIVING RISE TO OSCILLATIONS 

Let yi be the quantity of capital goods whose production is started at 
the point of time t. We shall call yt the “capital starting” or the 
“production starting,” and we shall assume that this magnitude is 
determined by an equation of the form (3.3). A capital object whose 
production is started at a certain moment will necessitate a certain 
production activity during the following time in order to complete 
the object. The productive activity needed in the period following the 
starting of the object will, as a rule, vary in a certain fashion which 
we may, as a first approximation, consider as given by the technical 
conditions of the production. Let Dj; be the amount of production 
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activity needed at the point of time / + •»■ in order to carry on the 
production of a unit of capital goods started at the point of time t. 
The function Dx we shall call the “advancement function.” 

This being so, the amount of production work that will be going 
on at the moment t will be 

00 

(1) = \Dxyt-xdr 

T = 0 

The magnitude zt we shall call “the carry-on-activity” at the point 
of time t. 

In the formula of the encaisse desiree it is now z that will occur 
instead of so that the consumption equation will be 

(2) X = c — X(rx + sz) 
where A, r and s are constants. 

The three equations (3.3), (i) and (2) form now a determinate 
system in the three variables Xy y and z. 

If the carry-on function I>x is given, the above system may be 
solved. If Dx is given only in numerical form, the system has to be 
solved numerically, taking for granted a certain set of initial conditions. 
If is given as a simple mathematical expression, the system may 
under certain conditions be solved in explicit form. As an example we 
shall assume 


(3) 


j l/€ O < T < e 
[o T ^ € 


where € is a technically given constant. This simply means that a given 
element of capital starting will cause a certain constant amount of 
carry-on-activity per unit time over the e units of time following the 
starting, and that in this point the object is finished, so that no 
further carry-on-activity is needed. This is obviously a simplified 
assumption, but may perhaps be taken as a first approximation. 

In this case we get from (i) by differentiating with respect to time 

(4) = — 

For certain purposes it will be convenient to differentiate also the 
equation (2) in order to get rid of the constant term, which gives 

(5) X — — X{rx + s'z) 
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The three equations to be considered now are (2), (3.3) and (4) 
(or possibly (5) may replace (2)). This is a mixed system of differential 
and difference equations. It is therefore to be expected that the solution 
will depend, not only on the initial conditions of the system in a given 
point of time, as initial conditions we shall have to consider the shape 
of the curve over a whole interval of length €. 

We shall in particular investigate whether the system is satisfied 
if each of the variables is assumed to be made up of a number of 
components, each component being either an exponential or a damped 
oscillation, i.e. a damped sine curve. It is easier to handle the 
formulae if each such term is written in the complex exponential form, 
that is to say in the form 

(6) i = a/ — I 
where Oi and ^2 ^^e constants. For brevity we may write (6) 

(7) + ^2^^*^ 


where pi and p2 are complex numbers. 

This applies to a single component. Considering now several 
components in each variable, we may express the above assumption 
by saying that the variables x, y and z considered as time series are 
of the form 


( 8 ) 


y = b^ + ZkbkePk^ 

z = + 


where pk are complex or real constants, and where a, b and c are also 
constants. By convention we let the numbering in (8) run k —0,1,2 , 

Does there exist a set of functions of the form (8) which satisfy the 
system consisting of the equations (3.3), (2) and (4)? Such functions 
do exist. The exponential characteristics />/. of these functions are 
determined by the structural constants e, Xsm, Xspi, Ar that enter into 
the system considered. On the contrary, the coefficients a, b and c in (8) 
will depend on the initial conditions. 

It is easy to verify this and to determine how the exponential 
characteristics pk depend on the structural constants. This is done by 
differentiating the various expressions in (8) and inserting the results 
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obtained into the equations of the system. If this is done, one will find 
that the coefficients a, h and c must satisfy the relations 


( 9 ) 


<^k __ ^ + Pk 

CLk 

— = m +iipk 

Ck I — 
bk ^Pk 

0,1,2 . . .) 


This condition entails that all the pk must be roots of the following 
characteristic equation: 


(lo) 


€p W + /Xp 

-- = — - 

1 — e~^P rA + p 


This equation may have complex or real roots. For the numerical 
computation it is therefore convenient to insert into (lo) 


(II) 


p = — ^ + fa 


t ^ V — I 


and to separate the real and imaginary parts of the equation after 
having cleared the equation of fractions. Doing this, we get the following 
two equations to determine a and j8 (assuming e and Xsp ^ o). 


(I2) 


I + Xsfie^P 


Sin €a 


m-^{m — Xrp) 




€j8 — Are -j- TTi 


(13) - 


/X. . I — cos ea 

—h Xspi— 


+ 


— Xrp) 
H' 


ejS — m- 






-m"- 


The terms of these equations have been ordered in the particular 
form indicated in order to facilitate the numerical solution. 

The roots (j8, a) of these two equations will determine the shape of 
the time curves x, y and 2, It is obvious from (12) and (13) that if 
(^, a) is a root, then (jS, — a) will also be a root. In other words, if 
complex roots occur they will be conjugate, which means that the 
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corresponding component of y and z will actually be a damped sine 
curve. If there exists a magnitude j8 such that (j8, o) is a root, then the 
corresponding component will be a secular trend in the form of an 
exponential. 

In order to study the nature of the solutions, I shall now insert 
for the structural coefficients €, /x, m, etc., numerical values that may 
in a rough way express the magnitudes which we would expect to find 
in actual economic life. At present I am only guessing very roughly 
at these parameters, but I believe that it will be possible by appropriate 
statistical methods to obtain more exact information about them. 
I think, indeed, that the statistical determination of such structural 
parameters will be one of the main objectives of the economic cycle 
analysis of the future. If we ask for a real explanation of the movements, 
this type of work seems to be the indispensable complement needed 
in order to co-ordinate and give a significant interpretation to the huge 
mass of empirical descriptive facts that have been accumulated in cycle 
analysis for the past ten or twenty years. 

Let us first consider the constant €. It expresses the total length of 
time needed for the completion of big units of fixed capital: big 
industrial plants, water-power plants, railways, big steamers, etc. This 
span of time includes not only the actual time needed for the technical 
construction (the erection of the buildings, etc.) but also time needed 
for the planning and organization of the work. Indeed, the variable t 
in (i) is measured from the moment when the initiative was taken. 
In many cases the items planning and organization takes more time 
than the actual technical construction. 

It seems that we would strike a fair average if we say that the actual 
production activity needed in order to complete a typical plant of the 
above-mentioned kind will be distributed over time in such a way 
that in general it takes place around three years after the planning 
began. Some work will of course frequently be done before and some 
after this time, but three years can, I believe, tentatively be taken as 
an average. In making this guess I have taken account of an important 
factor that tends to pull the average up, namely, the fact that in a 
given individual case the activity will as a rule not be distributed evenly 
over the period (as assumed in the simplified theoretical set-up) but 
the peak activity will be concentrated near the end of the period. If 
three years is taken as the average lag of the various elements of pro¬ 
duction activity after the beginning of the planning, we shall have to 
put 6 == 6 in (3), and consequently in (4), indeed in the case of equal 
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distribution, as assumed in (3), the average lag will be half the 
maximum lag. 

Furthermore, let us put /x = 10, which means that the total capital 
stock is ten times as large as the annual production. Further, let us 
put = 0*5, which means that the direct and indirect yearly depre¬ 
ciation on the capital stock caused by its use in the production of the 
national income is one-half of that income, i.e. 20 % of the capital 
stock. Finally, let us put A = 0*05, r = 2, and 5=1. These latter 
constants, which represent the effect of the encaisse desiree on the 
acceleration of consumption, are of course inserted here by a still 
rougher estimate than the first constants. There is, however, reason 
to believe that these latter constants will not affect very strongly the 
length of the cycles obtained (see the computations below). 

Inserting these values in the two characteristic equations (12) and (13) 
we get a numerical determination of the roots. In the actual computa¬ 
tion it was found practical to introduce ca and cjS as the unknowns 
looked for. By so doing, and utilizing an appropriate system of graphical 
and numerical approximation procedures, the roots may be determined 
without too much trouble. A good guidance in the search for roots 
is the fact that the solutions in a are approximately the minimum 
points of the function 

sin €a 
€a 

that is to say, a first approximation to the frequencies a will be every 
other of the roots of the equation 

(15) tg€a = ea 

The roots of this equation are well known and tabulated,* The results 
of the computations are given in the first columns of Table i. 

* The above characteristic equation was worked out and the roots numerically 
determined by Mr. Harald Holme and Mr. Chr. Thorbjornsen, assistants at 
the University Institute of Economics. In brief the following procedure was 
used: The right member of equations (12) and (13) was put equal to a 

parameter and (12) solved with respect to ep, and (13) with respect to 

cos ea. From (15) a first approximation to a was determined and the corre¬ 
sponding P taken as the value determined by putting q — o in (12). This 

value of P was as a rule immediately corrected by using (12) with the value 
of q that followed from the above preliminary determination of a and p. 
This gave a new value of q that was inserted in (13), thus determining a new 
value of a. Starting from this new value of a the whole process was iterated. 
This method gave good results except for very small values of A, in which 
case it was found better to start by guessing at the value of p. 
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The first component {j = o) is a trend, which in all the three 
variables Xy y and z is composed of an additive constant and a damped 
exponential term. We may write these trends in the form 

= «, + v'’"' 

(16) - 

. ~o (0 =" 

These expressions arc nothing but the first terms in the composite 
expressions (8). The damping exponent is the first root of the 
characteristic equation, it is real and negative p^— — 0*08045 (see 
Table i). The additive constants and are also determined by 

the structural coefficients £, Xstriy etc. Indeed, if / -> 00 the func¬ 
tions (16) wdll approach the stationary levels a^y and c^. Since the 
derivatives will vanish in this stationary situation, we get from (3.3), 
(i) and (2) 

(17) = wa, r, - Xra^ + - c 

putting as an example c = 0*165 determines uniquely the three 
constants a^ = i *32, ^0*66, and o*66. 

The coefficients and are not determined uniquely by the 

structural coefficients, but one initial condition may be imposed on 
them—for instance, a condition that determines When is deter¬ 
mined, b^ and follow from (9). If, as a numerical example, we impose 
the condition that shall be unity at origin, we get the functions 
^0’ >’o’ ( 23 «)- 

Besides the secular trend, there will be a primary cycle with a 
period of 8*57 years, a secondary cycle with a period of 3*50 years, 
and a tertiary cycle with a period of 2*20 years (see Table i). These 
cycles are determined by the first, second and third set of conjugate 
complex roots of (10). These sets are denoted7 — i, 2, 3 in lable 2. 
There will also be shorter cycles corresponding to further roots of (10), 
but I shall not discuss them here. 

The presence of these cycles in the solution of our theoretical 
system is of considerable interest. The primary cycle of years 
corresponds nearly exactly to the well-known long business cycle, I'his 
cycle is seen most distinctly in statistical data from the nineteenth 
century, but it is present also in certain data from the present 
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century; in the most recent data it actually seems to come back with 
greater strength. 

Furthermore^ the secondary cycle obtained is 3'50 years^ which 
corresponds nearly exactly to the short business cycle. This cycle is seen 
most distinctly in statistical data from this century, but it is present 
also in older series. As better monthly data become available back into 
the nineteenth century the short cycle will become quite evident also 
here I believe. 

The lengths of the cycles here considered depend, of course, on 
all the structural coefficients; but it is only e that is of great importance. 
The other coefficients only exert a very small influence on the length 
of the cycles. Choosing, for instance, A — o* i, ^ — i, r — 2, /x = 5, 
and diflFerent values for m, we find 



Period 

Damping Fj 

m 

P 


0-7 

8-53 

0-042 

0-5 

8-43 

0-043 

0-0 

8-20 

00 

0 

b 


In other words, even an extreme variation in the total depreciation 
factor m leaves both the period and the damping factor nearly 
unchanged. 

A change in the constant A that expresses the ‘Teining-in*' elTect 
of the encaisse desiree exerts a considerable influence on the damping 
factor, but a relatively small influence on the length of the period. 
For A = 0-001, 5^^ I, r 2, 5 and /// ^ 0-5, we find, for 

instance, p-- 10 -6 years, — 0-000002. In other words, the 

period is still of the same order of magnitude, but the damping is now 
enormous, the amplitude being brought down to two-millionth 
in the course of one period. This means that the cycle in question is 
virtually non-existing. 

It is interesting to interpret the last result in the light of the limiting 
case where A = o, i.c. where the need for cash as a brake on the 
development of production is eliminated. In this case it follows imme¬ 
diately from (2) that x will evolve as a straight line with positive 
inclination {c being assumed positive). Hence by (3.3) y must also be 
a straight line, and by (4) is must be a constant, hence z linear. The 
movement of the system will consequently be a steady evolution 
towards higher levels of consumption and production without the set¬ 
backs caused by depressions. 
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Of course, the results here obtained with regard to the length of 
the periods and the intensity of the damping must not be interpreted 
as giving a final explanation of business cycles; in particular it must 
be investigated if the same types of cycles can be explained also by 
other sets of assumption, for instance, by assumptions about the 
saving-investment discrepancy, or by the indebtedness effect, etc. 
Anyhow, I believe that the results here obtained, in particular those 
regarding the length of the primary cycle of 8| years and the 
secondary cycle of 3^ years, are not entirely due to coincidence 
but have a real significance. 

I want to go one step further: I want to formulate the hypo¬ 
thesis that if the various statistical production or monetary series 
that are now usually studied in connection with business cycles 
are scrutinized more thoroughly, using a more powerful technique 
of time series analysis, then we shall probably discover evidence 
also of the tertiary cycle^ i,e, a cycle of a little more than two 
years. 

Now let us consider the other features of the cycles: phase, etc. 
We write the various cyclical components 


Aje-Pj^ sin {f>j + ajt) 

Bje~Pj^ sin {ipj + 

Cje~Pj^ sin { 6 j -|- ajt) 

1,2 . . .) 

y = I means the primary cycle, j == 2 the secondary cycle, etc. The 
frequencies a and the damping coefficients j8 are uniquely determined 
by the characteristic equation, but the phases 6 and the ampli¬ 
tudes A, B, C are influenced by the initial conditions. For the primary 
cycle (y = i) two such conditions may be imposed. We may, for 
instance, require that = o and x^{o) = This leads to (f>i = o, 

I 

A^ = —. And when the phase and amplitude for the primary cycle 
20^2 

in * is thus determined, the phases and amplitudes of the primary 
cycles in y and z follow by virtue of (9). Similarly, if ^2 *tid A2 are 
determined by two initial conditions imposed on the secondary cycle 
in *, for instance, by the conditions *2(0) = 0 and *2(0) = the 
phases and amplitudes of the secondary cycles in y and z are also 
determined by (9). 
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When the conditions (9) are formulated in terms of phases and 
amplitudes, we get 


(19) 


(20) 


r B sin (0 — = Ayia 

I B cos (^ — ^) == A{m — jLtjS) 


C sin (0 — (f)) — 
C cos (0 — <^) = 


Aa 

Xs 

AjP - Xr) 
Xs 


These equations hold good for all the cycles, that is, forj = i, 2, 3 . . . 
They show that the lag between jr, y and z are independent of the 
initial conditions and depend only on the structural coefficients of the 
system. From (18) and (19) we get indeed 


(21) 




Similarly the relations between the amplitudes may be reduced to 

(..) .1^1 

where the square roots are taken positive. If the amplitudes are 
taken positive, sin {ifj — has the same sign as jxa and sin (0 — (f>) 
the same sign as — ajXs, 

A given set (18) (for a given 7) does not—taken by itself—satisfy 
the dynamic system consisting of (3.3), (2) and (4). It will do so only 
if the structural constant c =~ o. If c jA o the constant terms 
and must be added to (18) in order to get a correct solution. If these 
constant terms are added, we get functions that satisfy the dynamic 
system, and that have the property that any linear combination of 
them (with constant coefficients) satisfy the dynamic system provided 
only that the sum of the coefficients by which they are linearly com¬ 
bined is equal to unity. This proviso is necessary because any sets of 
functions that shall satisfy the dynamic system must have the uniquely 
determined constants and 
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The sets (i8), with no constants and added, are solutions 

of the system obtained by leaving out c in (2). Or, again, (18) may be 
looked upon as solutions of the system obtained by letting (5) replace (2). 

If we impose on the trends the initial condition that shall be 
unity at origin, and on each cycle in x the condition that it shall be 
zero at origin and with velocity = |, we get the functions in (23a, b,c^d). 
The corresponding cycles are represented in Figs. 3-5. 


(23^) 


(23*) 


(23O 


(23^) 


= 1-32 — 0 * 32 ^“^*^®^^^^^ 

. 0-66 + 0 * 09744 ^-^’^®’^^^^ 

0*66 + 0‘I25I2e“^ 

' Xi = o* 68 i 6 ^~^i^ sin a^t 

- y\ S’458s^”^'^sin(i*9837 + 

= — 10 • 662 ^“^!^ sin ( 1*9251 + 

' JC 2 — o- 278 i 3 e”^ 2 ^ sin a^t 

- >'2 — 5* 1648^“^2^ sin (i *8243 -1- a 4 ) 
z ^= — 10 •264^-^2^ sin (1*7980 + aj ) 

' Xj ™ o* i 7524 ^“^ 3 ^ sin a.J: 

' 5 - 0893 ^-^ 2 ^ sin ( 1-7582 -1- a.j^) 

2^3 = — lo* i 47 <?”^ 3 ^ sin (i -7412 + a.J) 


(The a and j8 are given in Table i.) 

From the constants given in Table i, and from the shape of the 
curves in Figs. 3-5, we see that the shorter cycles are not so heavily 
damped as the long cycle. Furthermore, we see that the lead or lag 
between the variables x, y and z is, roughly speaking, the same in the 
primary, secondary and tertiary cycles. To study the lag it is therefore 
sufficient to consider only one of these types—for instance, the tertiary 
cycle (Fig. 5). 

Let us first compare consumption with production starting. Apart 
from the fact that the cycles in Fig. 5 are damped, the relation between 
X and 3^ is very much the same as in Fig. 2, i.e. production has its 
peak nearly at the same time as the rate of change of consumption is 
at its highest. The reason for this is that the constant fx in our example 
is chosen rather large in comparison to m. This means that our example 
refers to a highly capitalistic society where the annual depreciation is 
relatively small. By reducing the size of the capital stock in relation to 
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the output (i.e. reducing fi) and increasing the annual depreciation 
(i.e. m) the peak in production starting will advance so as to arrive 
nearer the peak in consumption. 

Next, comparing consumption with the carry-on-activity, we see 



^FIGURES OIM SCALC INDICATC AMPLITUDE^ 

Fig. 3 

that the former is leading by a considerable span of time, i.e. in the 
depression the carry-on-activity starts to increase only when the 
upswing in consumption is well under way, and the carry-on-activity 
continues to increase even after consumption has started to decline. 

The way in which the structural relations determine the time shape 
of the solutions may perhaps be rendered more intuitively by a method 
of successive numerical approximation. 


G 
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(figurcs on scale indicate amplitude^ 


Fig. 4 
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In order to show this, we take for granted that the time shape of one 
of the curves—for instance, —is known in the interval — 6 < ^ < o. 
That is to say, in this interval we simply consider the values of as 


Table 2 

STEP-BY-STEP COMPUTATION OF THE PRIMARY CYCLE 


t 

X 

. ! 


X 



0 

0 

5 • 0000 

— 10 000 

0•5000 

6•4264 

- 33-5581 

0*16667 

0-08333 

4-4229 

— 8 * 929 

0-4381 

6-6811 

- 35-6634 

0*33333 

O"15635 

3-8297 

- 7-8155 

0-3752 

6-7865 

— 36-8894 

0•50000 

0-21887 

3-2329 

— 6•6844 

0-3124 

6-7592 

- 37-3221 

0•66667 

0-27093 

2-6435 

- 5*5579 

0-2508 

6-6153 

— 37-0480 


Table 3 

PRIMARY CYCLE COMPUTED DIRECTLY BY FORMULA (23ft) 


t 

X 

y 

z 

0 

0 

5-0000 

— 10-0000 

0-16667 

007814 

4-4138 

— 8-9058 

0*33333 

o-14581 

3-8179 

- 7-7817 


given by the expression (236). Then we want by the dynamic equations 
to determine the solutions numerically from the point ^ = o and 
onwards. 

With the numerical constants e, /x, m, etc., inserted, the dynamic 
system (where c in (2) is left out) will now be 


(24) 


jy = 0*52: + loi; 
i = — 0-12: ““ 0*052: 

— 6ir/ = yt-% + o- 5 (:v/ + Zt) 


We shall use (24) for a step-by-step computation. Since o and 
jlc = 0*5 are given at the origin, z = — 10 may be determined from 
the second equation in (24). Furthermore, since is given, we may 
compute z in origin by means of the third equation in (24), and finally 
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y may be computed by the first equation in (24). Thus we have all 
the items in the first line of Table 2. Since we know x and x in origin, 
we may by a straight linear extrapolation determine x and z in the next 
point of time, that is to say, in the second line of Table 2. And knowing 
X and z in this point, we may from the second equation of (24) 
compute X, Further, taking the value of yt-^ as given also in the next 
line we can compute ir, etc. In this way we may continue from line to 
line and determine the development of all the three variables ^c, j and z, 
A comparison between the values in Table 2 for jc, y and z with the 
values in Table 3 (determined by the explicit formulae (236) and 
represented in Fig. 3) will give an idea of the closeness of the approxi¬ 
mation obtained by the numerical step-by-step solution. 

5. ERRATIC SHOCKS AS A SOURCE OF ENERGY IN MAINTAINING 

OSCILLATIONS 

The examples we have discussed in the preceding sections, and many 
other examples of a similar sort that may be constructed, show that 
when an economic system gives rise to oscillations, these will most 
frequently be damped. But in reality the cycles we have occasion to 
observe are generally not damped. How can the maintenance of the 
swings be explained? Have these dynamic laws deduced from theory 
and showing damped oscillations no value in explaining the real 
phenomena, or in what respect do the dynamic laws need to be com¬ 
pleted in order to explain the real happenings? I believe that the 
theoretical dynamic laws do have a meaning—much of the reasoning 
on which they are based are on a priori grounds so plausible that it is 
too improbable that they will have no significance. But they must not 
be taken as an immediate explanation of the oscillating phenomena 
we observe. They only form one element of the explanation: they solve 
the propagation problem. But the impulse problem remains. 

There are several alternative ways in which one may approach the 
impulse problem and try to reconcile the results of the determinate 
dynamic analysis with the facts. One way which I believe is particularly 
fruitful and promising is to study what would become of the solution 
of a determinate dynamic system if it were exposed to a stream of 
erratic shocks that constantly upsets the continuous evolution, and by 
so doing introduces into the system the energy necessary to maintain 
the swings. If fully worked out, I believe that this idea will give an 
interesting synthesis between the stochastical point of view and the 
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point of view of rigidly determined dynamical laws. In the present 
section I shall discuss this type of impulse phenomena. In the next 
I shall consider another type which exhibits another—^and perhaps 
equally important—aspect of the swings we observe in reality. 

Knut Wicksell seems to be the first who has been definitely aware 
of the two types of problems in economic cycle analysis—the propa¬ 
gation problem and the impulse problem—and also the first who 
has formulated explicitly the theory that the source of energy which 
maintains the economic cycles are erratic shocks.* He conceived more 
or less definitely of the economic system as being pushed along 
irregularly, jerkingly. New innovations and exploitations do not come 
regularly he says. But, on the other hand, these irregular jerks may 
cause more or less regular cyclical movements. He illustrates it by one 
of those perfectly simple and yet profound illustrations: “If you hit a 
wooden rocking-horse with a club, the movement of the horse will be 
very different to that of the club.” 

Wicksell’s idea on this matter was later taken up by Johan 
Akerman, who in his doctorial dissertation*!* discussed the fact that 
small fluctuations may be able to generate larger ones. He used, among 
others, the analogy of a stream of water flowing in an uneven river bed. 
The irregularities of the river bed will cause waves on the surface. 
The irregularities of the river bed illustrate in Akerman’s theory 
the seasonal fluctuations; these seasonals, he maintains, create the 
longer cycles. Unfortunately Akerman combined these ideas with the 
idea of a synchronism between the shorter fluctuations and the longer 
ones. He tried, for instance—in my opinion in vain—to prove that 
there always goes an exact number of seasonal fluctuations to each 
minor business cycle. This latter idea is, to my mind, very misleading. 
It is also, as one will readily recognize, in direct opposition to Wicksell’s 
profound remark about the rocking-horse. 

Neither Wicksell nor Akerman had taken up to a closer mathe¬ 
matical study the mechanism by which such irregular fluctuations 
may be transformed into cycles. This problem was attacked inde¬ 
pendently of each other by Eugen SlutskyJ and G. Udny Yule.§ 

* See, for instance, his address, “Krisernas gdta,'' delivered to the Norwegian 
Economic Society, 1907, Statsekonomisk Tidsskrift, Oslo, 1907, pp. 255-86. 
t Det ekonomiska livets rytmik^ submitted 1925, published Lund, 1928. 
t The Summation of Random Causes as the Source of Cyclic Processes^ vol. iii, 
no. I, Conjuncture Institute of Moscow, 1927. (Russian with English summary.) 
^ On a Method of Investigating Periodicity in Disturbed Series^ Trans, Royal 
Society y London, A, vol. 226, 1927. 
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In this connection may also be mentioned a paper by Harold 
Hotelling.* 

Slutsky studied experimentally the series obtained by performing 
iterated differences and summations on random drawings (lottery 
drawings, etc.). Yule only used second order differences, but tried to 
interpret the random impulses concretely as shocks hitting an oscillating 
pendulum. By the experimental numerical work done by these authors, 
particularly by Slutsky, it was definitely established that some sort of 
swings will be produced by the accumulation of erratic influences, but 
the exact and general law telling us what sort of cycles that a given 
kind of accumulation will create was not discovered. 

Later certain mathematical results which are of interest in con¬ 
nection with this problem were given by Norbert Wiener.f 

But still the main problem remained, both with regard to the 
mechanism by which the time shapes of the resulting curves arc deter¬ 
mined and with regard to the concrete economic interpretation. In 
the present section I shall offer some remarks on these questions. 
For a more detailed mathematical analysis the reader is referred to a 
paper to appear in one of the early numbers of Econometrica, 

Consider for simplicity an oscillating pendulum whose movement 
is hampered by friction. If y denotes the deviation of the pendulum 
from its vertical position, the equation governing the movement of 
the pendulum will be 

(i) y + 2^y + (a‘^ + p-)y = o 

where y and y are the first and second derivatives of y with respect to 
time, and jS and a are positive constants, jS expressing the strength of 
the friction. The equation expresses the fact that the net force acting on 
the pendulum (and being expressed by the acceleration j;) is made up of 
two factors. First a factor which tends to make the force proportional 
to the deviation y (and of opposite sign). This gives the gross force 
expressed by the last term of the equation. From this gross force must 
be subtracted the effect of the friction, and this effect is proportional 
to the velocity y and is expressed by the second term of the equation. 
It is easily verified that the solution of (i) is a function of the form 

sin (<^ + a^) 

where a and p are the constants occurring in (i). 

* Differential Equations Subject to Errors Journal of the American Statistical 
Association^ 1927, pp. 283-314. 

t Generalized Harmonic Analysis^ Acta Mathematical 1930. 
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The amplitude H and the phase (f> are determined by the initial 
conditions. For our present purpose it is convenient to write the 
solution in such a way that we can see immediately how the initial 
conditions determine the curve. If and y^^ are the values of 
y and y respectively at the point of time t — the solution may 
be written in the form 

(2) - h) • - h) • yo 


where P(t) and Q(t) are two functions independent of the initial 
conditions and defined by 


(3) 


P(r) 


Va^ + 


e sin {v + ar) 


( 4 ) 

where 


Q(r) = 



sin ar 


(5) 


a 


sin V = 


+ j3‘^ 


cos V = 




By convention the square root in (3) and (5) may be chosen positive. 
By insertion into the equation (i) it is easily verified that (2) is a 
function that satisfies the equation and the specified initial condition. 
P{t) may be looked upon as the solution of (i), which is equal to 
unity and whose derivative is equal to zero at the origin r = o, and 
Q(t) may be looked upon as the solution which is equal to zero and 
whose derivative is equal to unity at the origin. These functions satisfy 
indeed the equation, and we have 

rp(o) = i (2(0) = 0 

|p(o) = o (2(0)= I 


Suppose that the pendulum starts with the specified initial con¬ 
ditions at the point of time tQ and that it is hit at the points of time 
tn by shocks which may be directed either in the positive or 
in the negative sense and that may have arbitrary strengths. Let y^ 
and yk be the ordinate and the velocity of the pendulum immediately 
before it is hit by the shock number k. The ordinate y^ is not changed 
by the shock, but the velocity is suddenly changed from y^ to yk + 
where is the strength of the shock; mechanically expressed it is the 
quantity of motion divided by the mass of the pendulum. The concrete 
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interpretation of the shock does not interest us for the moment. 
The essential thing to notice is that at the point of time tk the only 
thing that happens is that the velocity is increased by a constant ek. 
Let us consider separately the effects produced by the two terms 
yk and From (2) we see that the initial conditions enter linearly. 
Consequently we can consider yk and as two independent contribu¬ 
tions to the later ordinates of the variable. In other words, the fact of 
the shock may simply be represented by letting the original pendulum 
move on undisturbed but letting a new pendulum start at the point of 
time tk with an ordinate equal to zero and a velocity equal to ek. This 
argument may be applied to all the points of time. We simply have 
to start in each of the points of time ^2 • • * ^ pendulum with 

an ordinate equal to zero and a velocity equal to the strength of the 
shock occurring at that moment, and then let all these pendulums 
continue their undisturbed motion into the future. The sum of the 
ordinates of all these pendulums at any given point of time t will then 
be the same as the ordinate y{t) of a single pendulum which has been 
subject to all the shocks. In other words, the ordinate y{t) will 
simply be 

n 

(7) MO = - to) • yo + Qit - to)yo + - tu)ek 

A==l 

If the point t is very far from the initial point ^q, and if is positive 
so that there is actually a dampening, then the influence of the initial 
situation y^ and y^ on the ordinate y{t) will be negligible, that is, the 
ordinate will be 

n 

( 8 ) y{t)=^Q{t-tk)-eh 

A=1 

This means that the ordinate y{t) of the pendulum at a given moment 
will simply be the cumulation of the effects of the shocks, the cumu¬ 
lation being made according to a system of weights. And these weights 
are simply the shape of the function Q{t), That is to say, y{t) is the 
result of applying a linear operator to the shocks, and the system of 
weights in the operator will simply be given by the shape of the time 
curve that would have been the solution of the determinate dynamic 
system in case the movement had been allozved to go on undisturbed. 

The fundamental question which arises is, therefore: If we perform 
a cumulation where the weights have the form 0(t), what sort of time 

G* 
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shape will the function y{t) get ? 
The answer to this question is 
given by studying the effects of 
linear operators on erratic shocks. 
The result of this analysis is that 
the time shape of the curve will 
be a changing harmonic with the 
same frequency a as the one 
occurring in 0 (t). By a changing 
harmonic I understand a curve 
that is moving more or less regu¬ 
larly in cycles, the length of the 
period and also the amplitude 
being to some extent variable, 
these variations taking place, 
however, within such limits that 
it is reasonable to speak of an 
average period and an average 
amplitude. In other words, there 
is created just the kind of curves 
^ which we know from actual stat- 

2 istical observation. I shall not 
to 

attempt to give any formal proof 
of these facts here. A detailed 
proof, together with extensive 
numerical computations, will be 
given in the above-mentioned 
paper to appear in Econometrica, 
Here I shall confine myself to re¬ 
producing the graph (see Fig. 6) 
of a changing harmonic produced 
experimentally as the cumulation 
of erratic impulses, the weight 
function being of the form (4). 

Thus, by connecting the two 
ideas: (i) the continuous solution 
of a determinate dynamic system 
and (2) the discontinuous shocks 
intervening and supplying the 
energy that may maintain the 
swings—we get a theoretical set¬ 
up which seems to furnish a 
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rational interpretation of those movements which we have been 
accustomed to see in our statistical time data. The solution of the 
determinate dynamic system only furnishes a part of the explanation: 
it determines the weight system to be used in the cumulation of the 
erratic shocks. The other and equally important part of the explana¬ 
tion lies in the elucidation of the general laws governing the effect 
produced by linear operations performed on erratic shocks. 

6. THE INNOVATIONS AS A FACTOR IN MAINTAINING OSCILLATIONS 

The idea of erratic shocks represents one very essential aspect of the 
impulse problem in economic cycle analysis, but probably it does not 
contain the whole explanation. There is also present another source 
of energy operating in a more continuous fashion and being more 
intimately connected with the permanent evolution in human societies. 
The nature of this influence may perhaps be best exhibited by inter¬ 
preting it in the light of Schumpeter’s theory of the innovations and 
their role in the cyclical movement of economic life. Schumpeter has 
emphasized the influence of new ideas, new initiatives, the discovery 
of new technical procedures, new financial organizations, etc., on the 
course of the cycle. He insists in particular on the fact that these new 
ideas accumulate in a more or less continuous fashion, but are put into 
practical application on a larger scale only during certain phases of 
the cycle. It is like a force that is released during these phases, and 
this force is the source of energy that maintains the oscillations. This 
idea is also very similar to an idea developed by the Norwegian 
economist, Einar Einarsen.** In mathematical language one could 
perhaps say that one introduces here the idea of an auto-maintained 
oscillation. 

Schumpeter’s idea may perhaps be best explained by a mechanical 
analogy. Personally, I have found this illustration very useful. Indeed 
it is only after I had constructed this analogy that I really succeeded 
in understanding Schumpeter’s idea. After long conversations and 
correspondence with Professor Schumpeter I believe the analogy may 
be taken as a fair representation of his point of view. 

Suppose that we have a pendulum freely suspended to a pivot. 
Above the pendulum is fixed a receptacle where there is water. A small 
pipe descends all along the pendulum, and at the lower end of the 
pendulum the pipe opens with a valve which has a peculiar way of 
* Gode og daarlige tider, Oslo, 1904. 
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functioning. The opening of the valve points towards the left and is 
larger when the pendulum moves towards the right than when it moves 
towards the left. Concretely one may, for example, assume that the 
valve is influenced by the air resistance or by some other factor that 
determines the opening of the valve as a function of the velocity of 
the pendulum. Finally we assume that the water in the receptacle is 
fed from a constantly running stream which is given as a function of 
time. The stream may, for instance, be a constant. 

Now, if the instrument is let loose it is easy to see what will happen. 
The water will descend through the pipe, and the force of reaction 
at the lower end of the pendulum created by the fact that the water 
is emptying through the valve will push the pendulum towards the 
right, and this movement will continue until the force of gravitation 
has become large enough to pull the pendulum back again towards its 
equilibrium point. During the return the opening of the valve and 
consequently the force that tends to push the pendulum towards the 
right will diminish, and thus the movement back towards the central 
position will be accelerated. The pendulum which is now returning 
with considerable speed will work up an amount of inertia that will 
push it behind its equilibrium point away over to a position at the 
left, but here again the gravitation will start to pull it back towards 
the centre, and now the valve will widen, and by doing so will increase 
the force which accelerates the movement towards the right. In this 
way the movement will continue, and it will continue even although 
friction is present. One could even imagine that the movement would 
be more than maintained, i.e. that the oscillations would become 
wilder and wilder until the instrument breaks down. In order to avoid 
such a catastrophe one may of course, if necessary, add a dampening 
mechanism which would tend to stabilize the movement so that the 
amplitude did not go beyond a certain limit. 

The meaning of the various features of this instrument as an 
illustration of economic life is obvious. The water accumulating in 
the receptacle above the pendulum are the Schumpeterian innovations. 
To begin with they are kept a certain time without being utilized. 
Some of them will perhaps never be utilized, which is illustrated by 
the fact that some of the atoms in the receptacle will rest there 
indefinitely. But some others will descend down the pipe, which 
illustrates that these new ideas are utilized in economic life. This 
utilization constitutes the new energy which maintains the oscillations. 

The instrument as thus conceived will give a picture of the 
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oscillations but not of the secular or perhaps supersecular tendency of 
evolutions. This tendency seems to us to be irreversible because we 
have not yet lived long enough to see the decline. It is not difficult to 
complete the instrument in such a way that it will express also this 
secular or supersecular movement. We may, for instance, imagine 
that the pivot to which the pendulum is suspended is not fixed but 
slides in a crack in the wall, the crack ascending towards the right. 
This being so, the whole instrument will move by jumps, and each 
jump will carry it to a higher position than before. We only have to 
feed the instrument by a constantly running stream of water. The 
impulsion which the water creates as it leaves the valve will maintain 
the oscillations, and these oscillations will constitute the jumps which 
carry the instrument steadily to higher levels. Thus there will be an 
intimate connection between the oscillations and the irreversible 
evolution. 

It would be possible to put the functioning of this whole instrument 
into equations under more or less simplified assumptions about the 
construction and functioning of the valve, etc. I even think this will 
be a useful task for a further analysis of economic oscillations, but I do 
not intend to take up this mathematical formulation here. 
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LA VISIONE DEI FENOMENI FINANZIARI 
NELL’OPERA DI GUSTAV CASSEL 


RENZO FUBINI, R, htituto superiore di science economiche, Bari 

1. I problemi finanziari possono essere utilmente considerati come 
dei corollari dei problemi economici generali: tutta I’economia finan- 
ziaria si riduce, in tal modo, ad una branca particolare dell’economia 
applicata. E’ questo un punto di vista assai fecondo, a cui si sono 
costantemente attenuti gli autori inglesi da Ricardo a Pigou con una 
continuita di pensiero profondamente significativa. 

2 . Ciascuno dei grandi sistemi economici implies una particolare 
impostazione dei problemi finanziari fondamentali e giova a guidare 
il lettore nello studio di serie particolari di ripercussioni. Cio e par- 
ticolarmente evidente per il sistema di Marshall: si distinguano tra 
di loro i vari fattori di produzione, considerati come quantita concrete, 
secondo che sono o meno “costosi”—o, se si preferisce, secondo che 
h 0 meno “costoso” il loro incremento marginale—; si generalizzi 
un poco il concetto, assai elastico, di “fattore di produzione”; si elabori, 
conseguentemente, il meccanismo dei prezzi “di domanda” e “di 
offerta”: si vede in germe, completa e perfetta, I’economia finanziaria 
del discepolo e continuatore di A. Marshall, A. C. Pigou, con tutte le 
sue fini considerazioni sull’ "announcement point of view” e sul "dis¬ 
tributional point of view” con gli efforts, i savings e i windfalls. Quests 
dipendenza concettuale dei fenomeni finanziari—^particolarmente ben 
visibile nel sistema di Marshall in ragione del suo carattcre concrete— 
si ritrova anche negli altri sistemi (ad es., nell’economia di J. B. Clark 
o in quella di Fetter e Fisher): e gia, del resto, ben chiara nell’opera 
di Ricardo e dei suoi successori, ma e stata, in parte, oscurata dai 
tentativi recenti di costruire una vera e propria “scienza delle finanze” 
autonoma. SifFatti tentativi, a cui hanno validamente contribuito 
studiosi svedesi, rappresentano una delle caratteristiche piu notevoli 
dell’era post-jevonsoniana, o postmengeriana che dir si voglia, degli 
studi economici: le argomentazioni a cui vari autori hanno fatto ricorso 
sono spesso ingegnose, ma hanno il difetto di essere un po’ troppo 
artificiose, di creare fittiziamente dei problemi inesistenti, di condurci, 
in genere, troppo lontano da quella realty concreta, che ogni indagine 
scientifica deve, in definitiva, contribuire a chiarire. Il contribute critico 
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da essi apportato mi pare di gran lunga superiore al loro contributo 
costruttivo. E’ il presupposto stesso di tali costruzioni, vale a dire 
ridea di costruire una teoria pura della finanza da porre accanto alia 
teoria pura delFeconomia, che mi pare assai discutibile. Fu osservato 
talora, non senza qualche fondamento, che tali impostazioni non sono 
del tutto libere da preconcetti politici: ci6 conferma, in certo modo 
rirrealizzabiliti di una finanza pura. E. von Beckerath ebbe di recente 
ad afFermare che a base di questi vari tentativi stanno i principii 
teorici generali posti innanzi da Jevons :* la sua osservazione i esatta, 
ma h pur vero che per lo scienziato inglese, la cui opera, nonostante 
le apparenze rivoluzionarie, si inserisce armonicamente nella tradizione 
inglese, i problem! finanziari non costituiscono affatto problem! 
trattabili in sede di scienza pura, come vorrebbero E. Sax e K. Wicksell, 
ma sono problem! molto particolari di economia applicata.f E* questo 
un punto di vista che ritengo utile mantenere: giova a chiarire le idee, 
a spiegare i contrast! e a liberare Tindagine teorica da ogni aprioristica 
interferenza politica. 

3. Si possono distinguere, anzi tutto, a tal proposito, i vari sistemi 
economic! secondo che considerano economica o extraeconomica 
Vorigine prima dei fenomeni finanziari. 

Per Ricardo, come gia in parte per Smith, Torigine prima di tali 
fenomeni e interamente extraeconomica; Tidea mercantilista, che oggi 
risorge, dello Stato potenziatore delPeconomia nazionale e conquistatore 
di mercati e abbandonata: il compito dello studioso e quello di analizzare 
le ripercussioni economiche esercitate dai prowedimenti finanziari, 
considerati unicamente come prowedimenti politici. Vari autori 
successivi accolgono sostanzialmente questo punto di vista, ma non 
si pronunciano sull’origine prima di tali prowedimenti: li considerano 
dei “dati di fatto.”J 

* Nello scritto Formen moderner Finanztheorie in Festgabe fur Georg von 
Schanz, Tubingen, 1928, vol. i, pp. 3 e segg. 

t V. gli studi compresi nel volume Methods of Social Reform (1883). 

J E* solo in tal modo che si pone nettamente il problema della traslazione 
delle imposte; chi ritiene, con qualche scrittore “edonista,** che I’origine 
delPattivit^ finanziaria, non concepita come attivitk coattiva, sia esclusivamente 
economica e che le imposte siano element! delle spese di produzione alia pari 
dei beni capital! e del lavoro, diretti a compensare il contributo dei servizi 
pufflici alia produzione, a rigore dovrebbe concludere che il problema della 
traslazione delle imposte non esiste. In tal caso, pcro, si assurgerebbe ad una 
visione talmente astratta da far dubitare assai del suo valore concreto: non 
vi h chi I’accolga: Ricardo domina tutte le elaborazioni finanziarie moderne. 
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Per Marshall, sollecito nel conservare tutto quanto di vitale gli 
pareva di scorgere nella concezione classica, i fenomeni finanziari 
hanno in parte origine economica e in parte origine extraeco¬ 
nomica. 

Per i marxisti, invece, Porigine loro e interamente economica; i 
fenomeni finanziari non sono che una soprastruttura sistematica dei 
fenomeni economici stricto sensu: Pordinamento tributario, anzi tutta 
la finanza sia ordinaria sia straordinaria, si plasma sulPordinamento 
economico; nei loro sistemi la finanza pubblica viene a costituire una 
parte integrante assai notevole. 

Un atteggiamento in parte analogo a quello dei marxisti per quanto 
attiene alPorigine economica dei fenomeni finanziari e quello adottato 
da quegli scrittori, che si sogliono qualificare, molto genericamente, 
con la denominazione di ‘‘edonisti** e che meglio si potrebbero chiamare 
“marginalisti” per significare che fanno un uso del concetto fondamentale 
di “margine” piu ampio ed intenso di quello fatto da Marshall: essi 
tendono a determinare dei limiti entro cui Parbitrio dello Stato tende 
ad essere contenuto. II loro merito principale—a mio awiso—non 
e quello di aver voluto talora estendere, un po’ arbitrariamente, il 
concetto di utilita marginale nel campo della finanza pubblica al fine 
di chiarire una parte piu o meno ampia delPattivita finanziaria o di 
aver tentato di stabilire dei rapporti quantitativi tra consumi privati 
e “consumi pubblici,” bensi quello di aver abbandonato la concezione 
di uno Stato a se stante, avente un’individualita sua particolare, 
avulso dagli individui, oppure quella di uno Stato semplice simbolo 
di forze interferenti con i normali processi economici, e di aver sostituito 
a tali concezioni un’altra concezione, per cui Patti vita dello Stato 
e Pattiviti degli individui si completano armonicamente a vicenda, 
non sono anzi che diversi aspetti di un’unica attivita, indirizzata, fin 
dalPinizio del processo economico-privato e con perfetta continuity 
tecnico-economica, a mirare al piu pcrfetto raggiungimento di 
dati fini. 

In due punti, sopra tutto, si separano dai marxisti: per loro perde 
d’importanza la considerazione delPelemento coattivo delPattiviti 
finanziaria, che e, invece, necessariamente fondamentale per le altre 
impostazioni; Pindagine tende, inoltre, ad assumere un carattere 
rigidamente statico e a vertere su un oggetto strettamente economico. 
Questi due punti li separano pure, in parte, da Marshall (oltre che da 
Ricardo) per via della posizione intermedia assunta da questo autore, 
a cui lo Stato e gli enti politici minori appaiono ora agenti o fattori 
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concreti di produzione***—concezione questa che pu6 trovar consenzienti 
molti edonisti—, ora, invece, modificatori di risultati di passati processi 
produttivi (ad esempio, con la “politica sociale”). Lo stesso atteggia- 
mento intermedio a me pare assai fecondo di suggerimcnti nel campo 
deireconomia bancaria. 

4. A tal proposito si possono distinguere i vari sistemi anche secondo 
la diversa ampiezza con cui i intesa Vespressione ^^economico” 

La dove Fespressione e intesa in senso molto ampio o indefinito; 
la dove piu frequent! sono i richiami alia realta empirica e quest! 
giovano alia stessa costruzione della teoria; Ik dove si distinguono 
differenze individual! nel comportamento dei vari soggetti economic!; 
la dove—sopra tutto—si ammette la coesistenza e Fintcrferenza di 
parecchi calcoli economic! avcnti a base vari punti di partenza e vari 
period! di tempo di diversa durata (un diverso “orizzonte economico” 
com’ebbi altra volta ad esprimermi), e lo studio degli equilibri non 
e che mo degli strumenti a cui si ricorre per porre in luce certe 
tendenze, sorge piii spontanea e piii logica Fidea di considerare il 
fenomeno finanziario o come parte integrante del sistema (come nei 
marxisti) o come oggetto di corollari dei teoremi economic! in esso 
enunciati (come negli economist! inglesi, o di ispirazione inglese, in 
genere). II concetto di corollario implica, per lo piu, Fidea del prevalere 
del rapporto di dipendenza dei fenomeni finanziari dagli economic! 
sul rapporto di interdipendenza dei due fenomeni. 

La dove, invece, Fespressione e intesa in senso meno ampio o meno 
indefinito; la dove il carattere rigidamente logico-astratto delFindagine 
non pare consentire richiami alia complessa e mutevole realta empirica; 
la dove—^sopra tutto—si studia rigorosamente Fequilibrio quale si 
determinerebbe ipoteticamente, per tutti gli individui component! la 
collettivita, in un dato unico istante di tempo anzi che in un dato 
variabile periodo di tempo come tendono a fare i teorici delFequilibrio 
generale; il fenomeno finanziario tende spesso ad apparire di natura 

* “The constructive work of government, and especially of local government, 
is life itself in one of its highest forms” {Official PaperSy p. 358); “The agents of 
production are commonly classed as Land, Labour and Capital. . . . Capital 
consists in a great part of knowledge and organization. . . . Organization . . . 
has . .. many forms, e.g. . . . that of the State providing security for all and help 
for many” (PrincipleSy eighth ed., pp. 138-39); “We may . .. arrange the things 
that are required for making a commodity into whatever groups are convenient, 
and call them its factors of productiofi” (ibid., p. 339). Vedi pure quanto ^ 
detto sulla crescente importanza del capitale ausiliario (ibid., ed. cit., 
pp. 221-24). 
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extraeconomica, ad essere considerate in relazione ai contrasti tra 
i vari gruppi sociali,* a divenire oggetto particolare di studio da parte 
della sociologia o della politica o della storia, non delFeconomia vera 
e propria. Tipico, a tal proposito, h Tesempio di Pareto, il quale con- 
sidera i problem! finanziari in relazione alle proprie indagini sociologiche, 
a cui si pu6 contrapporre Pesempio di Pantaleoni, il quale, invece, 
chiarisce ripetutamente la natura dei problem! finanziari, partendo, 
com’era sua abitudine, dai piu divers! punti di vista, considerati 
in base a vari sistemi economic! che egli cerca costantemente di con- 
ciliare.f Alla luce di alcuni di quest! punti di vista risultano economichc 
sia Porigine prima dei fenomeni finanziari che le loro manifestazioni 
concrete. 

5. Come si puo classificare, in relazione ai due criteri accennati, 
intimamente connessi tra di loro, il pensicro del Cassel ? Ove si prescinda 
da alcune sue peculiarity (assai degne di nota se pur, forse, meno di 
quanto si ritiene comunemente) che lo separano dagli economist! 
inglesi e lo awicinano alia scuola di Losanna, a me pare che il pensiero 
dclPautore della Nature and Necessity of Interest c della Theoretische 
Sozialokonomie sia molto piu vicino al pensiero di Marshall di quanto 
possa apparire a tutta prima, Egli si allontana in piu punti dai teorici 
delPequilibrio generale: limita la portata del concetto di mutua 
dipendenza, che cerca anzi di conciliare col concetto di causalita, a cui 
in realty lo subordina;;]; insiste assai sul concetto di continuity dei 
process! economic!; evita di distinguere csplicitamente tra libera 
concorrenza c monopolio; stralcia, per cosi dire, la tcoria della moneta 
dal nucleo del sistema;§ insiste sul concetto, non immobilistico ma di 
compenso tra variazioni in diverso senso, di “livello dei prezzi”; tende 

* Onde non rientra nclla tcoria dcllc distribuzione “funzionale,** ma, tutt’al 
piu, nella teoria della distribuzione pcrsonale. 

t Si e talora considerate a torto M. Pantaleoni precursore della teorie 
“cdonistichc” della finanza tipo Sax: in realta lo scienziato italiano, come 
ricorda opportunamente M. Fanno {Elemcnti di scienza delle finanze, Torino, 
i93i> P* 31 rion considera affatto il problema edonistico dei contribuenti, 
ma “si limita ... a sostenerc che ie pubbliche spese tendono ad essere ripartite 
tra i vari pubblici servizi in modo che il grado finale di utilith risulti uguale,” 
tesi questa, che, credo, troverebbe consenziente lo stesso Cassel nonostante le 
sue awersioni alP indirizzo edonistico. 

t V., ad es., i Fundamental Thoughts in Economicsy specie pp. 60 e 95-96. 

§ V. su questo punto il recente profondo studio di H. Mayer {Der Erkemitniswert 
der funktio 7 iellen Preistheoricn nel volume Wirtschaftstheorie der Gegenzvarty 
II, Wien, 1932, pp. 218 e segg.), al quale pero mi pare sfugga il significato 
caratteristico delPopera del Cassel e la ragione vera della sua vitality e fecondity. 
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talora, specie nella teoria della distribuzione, a considerare, non gli 
equilibri che si determinerebbero ipoteticamente per tutti gli individui 
in un dato unico istante di tempo, ma gli equilibri verso cui si tende 
entro determinati periodi di tempo in relazione ai mutevoli interferenti 
calcoli di convenienza dei singoli; cerca anzi, in piu punti, di conciliare 
tra di loro i due diversi concetti—meccanico e “biologico’’—di equi- 
librio, cosi come, valendosi anche di siffatta conciliazione, accanto 
airipotesi della societa immobile, considera ipotesi, molto particolari, 
di societa in movimento. Del Marshall pare condividere, tra altro 
la concezione intermedia circa Torigine economica o extraeconomica 
deirattiviti linanziaria, elaborando egli un concetto assai comprensivo 
e realistico di “bisogno collettivo.*’* 

6 . II Cassel non ha studiato di proposito sistcmaticamente i problem! 
finanziari (come, del resto, non ha fatto neppure il Marshall): i cenni 
contenuti nei suoi lavori, per quanto sommari, ci mostrano pero che 
in tal campo il suo pensiero, pur sempre indipendente, non si separa 
fondamentalmente dal pensiero del maestro inglese, Certo la sua 
finanza e diversa da quel la del Pigou: probabilmente le fini con- 
siderazioni psicologiche di quest’ultimo, anche se circondate da tante 
riserve, non gli vanno molto a genio in ragione sia del loro punto di 
partenza che della loro divergenza dalla realta concreta. La sua finanza 
e diversa anche da quella del Colwyn Report, Si ricordi, pero, che 
Marshall e un autore complesso e che Pigou e gli altri autori inglesi 
non hanno sviluppato che un lato particolare del suo sistema: Cassel, 
il quale si compiace di considerare gli aspetti oggettivi dei fenomeni 
economici, e spiritualmente piu vicino ad altri lati o presupposti del suo 
sistema: la teoria degli equilibri lo interessa di piii della teoria del 
benessere o degli incentivi. La tendenza generica di Cassel verso le 
concezioni delPequilibrio generale non costituisce in realta un elemento 
rilevante di divergenza tra i due autori, che anzi la visione di Marshall 
appare talvolta piu ampia della visione di Cassel: si consideri, ad esempio, 
la teoria della moneta: nel Marshall [Money^ Credit and Commerce) essa 
e coordinata a tutto il sistema, che puo anzi contribuire a chiarire, 
e risulta strettamente collegata alle altre parti dalla teoria generale 
del valore; nel Cassel, invece, risulta da una trattazione a s^ stante, 
confinata rigidamente ad una singola parte del trattato (libro terzo della 
Sozialokonomie), senza necessarie relazioni concettuali col resto delPes- 
posizione, come appare anche dai Fundamental Thoughts \ la teoria 
* V. il cap. X del libro I della Theoretische SozialSkonomie. 
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della moneta e isolata dalle altrt: risolamento vien mcno soltanto 
quand’egli viene a discorrere dei cambi esteri. 

Una caratteristica comune ai due autori e quella di richiamarsi spesso 
a dei concetti un po’ vaghi, molto generali, di cui non e sempre netta 
e immediata la relazione con le varie parti della trattazione: nel Marshall, 
ad es., vi h Tidea, che fa capolino qua e la, ripresa dal Robertson, di 
costo “reale” di prcduzione (in termini di sacrificio)*; nel Cassel vi 
e ridea, ancor piu generale, su cui I’autore torna piii volte con insistenza, 
di “rariti,” in cui si fondono, perdendo la loro individualita, elementi 
di “costo” trattati separatamente da altri autori (ad es., gli efforts). 
In entrambi i sistemi tali idee un po* indefinite acquistano, di volta 
in volta, un contorno definito, e giovano perspicuamente a connettere 
tra di loro le varie parti, grazie ad un notevole accumulo di materiale 
empirico, di nozioni positive, di suggerimenti pratici, ecc., i quali 
tutti, anche se sembrano talora un po* piatti perche, data Tuniformita 
deirintonazione, non contribuiscono sempre a dare una particolare 
prospettiva alle varie parti della trattazione, vivificano in realta 
Tesposizione, rendendola particolarmcnte feconda di insegnamenti 
a chi si appresti a studiare problemi di economia applicata, quali sono, 
per loro natura, i problemi finanziari ed anche i problemi bancari. 
Al qual fine non occorre che ampliare o modificare convenientemente, 
in relazione ai fini perseguiti dall’indagatore, il materiale empirico 
inserito nella trattazione. 

Nel pensiero del Cassel la “rarita” comprende, in un certo senso, 
o, se si preferisce, presuppone i vari elementi di costo: “costo,” a sua 
volta, significa semplicemente aggregate delle erogazioni in danaro, 
che i singoli devono sostenere al fine di porre in essere un dato bene. 
Le “domande” dei vari individui componenti Taggregato considerate, 
o le spese che essi sostengono effettivamente in un dato istante, sono 
un indice di determinate situazioni psicologiche, che gli autori 
austriaci—ed in particolare E. Sax, il quale segue in tal campo direttive 
proprie—si compiacciono di analizzare in base a speciali criteri: queste 
situazioni non interessano il Cassel, il quale arresta, per cosi dire, 
rindagine ad un punto anteriore a quello raggiunto dal Sax. In un 
certo senso puo dirsi che il Cassel assume un atteggiamento in parte 
analogo a quello assunto dal De Viti de Marco, il quale ultimo, invece, 
ragiona in un prime tempo in termini “edonistici,” ma poi, ad un 
certo punto, contrapponendosi al Fisher della Nature of Capital and 

* V., per quanto conceme Tutilitk concreta di tale concetto nelle indagini di 
politica economica, Marshall, Industry and Trade, 1923, p. 183. 
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Income, arresta Tindagine psicologica e discorre in termini puramente 
oggettivi di beni diretti, di beni strumentali e di processi di produzione. 
Entrambi gli autori sembrano scettici sulla feconditi di una piu 
intensa analisi soggettiva. Essi non ignorano certo la possibilita di 
un’indagine soggettiva: mi pare possa dirsi che essi, alia pari di Ricardo, 
suppongono, piu o meno esplicitamente, che I’elemento soggettivo 
agisca costantemente nella medesima misura per categorie ampie di 
ipotesi. E’ questo un punto che io ebbi altrove ad illustrare, trattando 
del concetto di imposta generale e del dibattuto problema della tassazione 
del risparmio.’*^ II Cassel si limita a considerare la possibility concreta 
di vari sistemi di prezzi e, talora, la loro economicita,f tenendo sopra 
tutto presente che le varie domande sono concorrenti tra di loro: 
se aumenta una data spesa, devono diminuire, a parita di reddito, 
le altre spese considerate nel loro complesso. E’ questo il tipo di 
concorrenza che egli ha presente constantemente nel suo trattato e che 
utilizza spesso, trascurando altri tipi di dipendenza, considerati 
invece dagli altri autori, a cui egli desidcra contrapporsi col suo sistema. 
Di queste considerazioni egli si vale sopra tutto nei suoi studi sulla 
struttura dei prezzi nei vari paesi, sui cambi, ecc., ecc.: h da questi 
studi, meritamente appezzati, che ritengo convenga prendere prevalente- 
mente le mosse per sviluppare il suo pensiero. 

Risulta quindi, da quanto ho su ricordato, che, per quanto concerne 
i problem! finanziari, il Cassel suppone che non mutino i presupposti 
psicologici della condotta degli uomini, nk la loro rilevanza concreta, 
sia che il meccanismo dei prezzi venga meno del tutto, sia che venga 
meno in parte, come accade nelle nostre societa, in cui attivita economica 
e attiviti finanziaria si combinano variamente tra di loro. E’ su sifFatta 
base che si pone, nel suo pensiero, il problema finanziario: a tale stregua, 
per passare dall’indagine economica alFindagine finanziaria h vano 
ragionare in termini soggettivi: occorre semplicemente procurarsi del 
materiale empirico “oggettivo,’’ atto a dare concrctezza a certi generic! 
concetti astratti. 

7. Per il Cassel (V. il capitolo X della Sozialokonomie), il problema 
finanziario si imposta come problema autonomo ogni qual volta si 
pone in essere un bene, che giova a tutto un aggregato (direttamente o 

* V. gli articoli sul concetto di imposta generale e sugli effetti di tale imposta 
nel “Giornale degli Economisti” maggio e giugno 1932. 

t V. Cassel, Neuere monopolistische Tendenzen in Industrie und Handel, Berlin, 
1927. 
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indirettamente) e si deve quindi risolvere il problema del come ripartire, 
in assenza del meccanismo automatico del prezzo e, quindi, in assenza 
anche delle domande individuali dei vari uomini concreti, il costo tra 
i vari membri delFaggregato stesso: ne risulta una tecnica dai lineamenti 
definiti. Questa ripartizione, comunque awenga, esercita naturalmente 
delle ripercussioni su tutta la struttura dei prezzi: per chiarirle occorre 
far ricorso, in via analogica, a quanto Tautore dice sui cambi, sulle 
pariti dei poteri di acquisto, sulla politica bancaria, ecc. Negli accenni 
di politica bancaria egli ne accentua assai, fors’anche eccessivamente, 
gli aspetti coattivi; sono percio fecondi, come tutte Ic discussioni della 
scuola metallica, di suggerimenti per gli studi di finanza pubblica. 
Studi questi, chc non possono non trar vantaggio da maggiori contatti 
con gli studi di finanza privata. 

Siffatta impostazione da un certo punto di vista e piu ristretta di 
quella del Sax in quanto, in linea di massima^ non si preoccupa di 
ricercare la genesi del fenomeno finanziario, ma, da un altro punto di 
vista, h pill ampia in quanto si risolve in una impostazione particolare 
di tutti i problemi relativi alia condotta dello Stato e di altri important 
organismi (politica economica).L’autore, come si era astenuto dal 
pronunciarsi in linea di massima sulla genesi deirintervento dello 
Stato (sembrandogli probabilmente troppo diversi da caso a caso, 
e quindi non riducibili ad uniti, i movcnti della sua azione che egli 
ricorda talora, quh e li, nelle proprie opere), arresta pure ad un certo 
stadio I’indagine intrapresa: non solo vuole restringerla alFesame di 
certi aspetti oggettivi, ma vuole anche limitarsi, in conformita a certi 
suoi principii direttivi, a considerare unicamente i rapporti tra i prezzi 
anzi che il livello dei prezzi: e questo un punto su cui tornero piu 
innanzi. Egli non ci dice nulla in merito alia economicita del coordina- 

* Fu infatti tentato di impostare scientilicamente il problema della politica 
economica prendendo a base prevalentcmente la costruzione del Cassel (Vedi 
V. Porri, Corso di politica economica internazionale, Torino, 1930). 
t Si noti quanto diversa dal la concezione del Sax sia, ad esempio, la concezione 
di un autorevole studioso, G. Del Vecchio, il quale, considerando la possibility 
di veri e propri sistemi di politica economica, imposta nei seguenti termini 
il problema politico-economico: “Ci troviamo . . . di fronte a questo problema: 
se la politica economica h un’attivitk economica come tutte le altre noi dovremo 
avere un soggetto, certi scopi, certi intenti^ certe utilith da un lato e dalPaltro 
avremo dei limiti e dei costi. Per applicare la teoria cconomica al campo della 
politica economica dobbiamo risolvere il seguente problema: vedere quaPe il 
soggetto economico di queste attivitk e vedere quali sono i suoi scopi^ i suoi 
intently le sue utility, i suoi limiti ed il suo costo (Politica economicay Padova, 
1933, P- 4 i)' E* un’impostazione del tutto diversa, atta a guidare nello studio 
di una scrie, del tutto diversa, di ripercussioni. 
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mento deirattivita pubblica con Tattivita privata, la quale economiciti, 
secondo quanto si ritiene comunemente—ed ammesso dalla scuola 
economica della finanza (in Italia da L. Einaudi)—puo esserci tipica- 
mente rivelata, sia nei suoi aspetti dinamici che nei suoi aspetti statici, 
dalle alterazioni di siffatto livello. Quando egli discorre di livello dei 
prezzi egli si limita a richiamarsi alia domanda e offerta di moneta:* 
sebbene manchi nelle sue opere una vera analisi della domanda di 
moneta quale troviamo abbozzata in Marshall,f h evidente da quanto 
egli suole asserire che egli elimina esplicitamente, tra altre ipotesi, 
quella, a suo giudizio irreale, di una definitiva riduzione del livello 
dei prezzi dovuta ad un progresso economico.J Abbiamo, del resto, 
al riguardo una sua recentissima esplicita affermazione.§ Prima di 
esaminare queste sue opinioni diro brevemente del suo concetto di 
bisogno collettivo. 

Nella sua breve trattazione dei problemi finanziari vi a questo 
proposito, un’affermazione, che, a tutta prima, puo apparire banale: 
“Per la soddisfazione dei bisogni collettivi . . . —osserva Tautore—lo 
Stato si impone. E solo grazie a queste considerazioni economiche 
[soddisfazione dei bisogni collettivi] che si awerte chiaramente la 
necessita dello Stato. . . . Questa necessity, basata sulla natura dei 
bisogni puramente collettivi^ dovrebbe divenire il punto di partenza di 
tutta la scienza delle finanze.*’ Questa sua osservazione risulta chiara 
ove si awerta che il suo concetto di bisogno collettivo e assai diverso 
dal concetto che ne ha il Sax. Per qucst’ultimo autore i bisogni collettivi 
sorgono analogamente ai bisogni individuali e analogo ne del pari, 
in certo modo, il processo di soddisfazione. I bisogni collettivi pel 
Cassel non sorgono fin dall'inizio del processo produttivo privato, 
ma sorgono, spesso, in un secondo tempo onde modificarne alcune 
caratteristiche. Si spiega cosi com’egli nella sua trattazione dia un 

♦ V., ad es., PosUWar Monetary Stabilization^ New York, 1928, pp. 91-92. 
t Official Papers, pp. 43 - 45 - 

J V. op. cit., p. 92: “The prevalent notion that the general level of prices is 
determined by a number of . .. factors such as the costs of industrial production, 
ocean freights, etc., must be relegated to the domain of economic dilettantism 
.... the ultimate explanation of changes in the price level must always be that 
the supply of means of payment has not been adjusted to the existing demand 
for them.” 

§ V. The Crisis in the World's Monetary System, Oxford, 1932, p. 49. L*autore 
afferma: “A reduction of technical costs of production can never mean anything 
else than a narrowing of the margin between the prices of labour, raw materials, 
and other factors of production on the one hand, and the prices of finished goods 
on the other.” E* un’affermazione questa basata su presupposti di natura molto 
particolare. 
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posto preminente alia politica sociale e alia politica operaia (cap. X cit.) 
e come, parlando della protezione doganale (cap. LXXXV) discorra 
delle tesi politiche di List come dirette a propugnare la soddisfazione 
di bisogni collettivi e, conseguentemente, la creazione di beni collettivi. 

II processo della soddisfazione dei bisogni collettivi, quale e da lui 
inteso, h radicalmente diverse dal processo della soddisfazione dei 
bisogni individuali: il comportamento degli individui h, in tal caso, 
completamente passive: spesso, anzi, molti traggono vantaggio dall'esis- 
tenza di beni collettivi senza neppur rendersene conto. Si palesa il 
carattere coattivo dell’attiviti pubblica sia nell'atto della creazione di 
dati beni collettivi, che vengono, in parte, a soddisfare certe esigenze 
preesistenti e, in parte, a crearne di nuove, apportando modificazioni 
strutturali delFambiente, sia nelle modalita con cui ne e ripartito il 
costo tra i vari individui. Problema finanziario fondamentale e quello 
dello studio della ripartizione del costo e, conseguentemente, delle 
ripercussioni esercitate dalla ripartizione stessa. 

8 . Come ho test6 ricordato, il Cassel circoscrive assai Timbito delle 
indagini finanziarie. 

Per quanto concerne Teliminazione dello studio degli aspetti 
soggettivi non ho nulla da aggiungere a quanto ho sopra esposto: a tale 
eliminazione fa riscontro una concezione particolare della scienza delle 
finanze e della politica economica, atta a richiamare Tattenzione dello 
studioso su serie specifiche di ripercussioni.* 

Per quanto concerne Teliminazione dello studio degli aspetti 
“monetari*’ (considerazione delle variazioni del livello generale dei 
prezzi) aggiungo qualche cenno. 

E’ noto come la pubblicazione del Colwyn Report^ abbia dato origine 
a discussioni assai interessanti in tema di traslazione: interessanti, 
piu ancora che per Timportanza pratica delle question! dibattute, 
per i riflessi di teoria economica implicit! in quest! appassionati 
dibattiti. In tali dibattiti si confondevano pero, talora, aspetti diversi, 
static! e dinamici, monetari ed extramonetari: taluno distingueva, 
secondo una tradizione non accolta da tutti, con vario criterio, fenomeni 
veri e propri di traslazione da altri elfetti delle imposte. 

Giunse in buon punto, opportuna e tempestiva, la pubblicazione 
di un articolo del Cassel,J diretto, sostanzialmente, a porre in luce come 

* Ed atta ad indurlo a trascurare altre serie di ripercussioni. 

t Report of the Committee on National Debt and Taxation (1927). 

t The Treatment of Price Problems in The Economic Journal^ December 1928. 
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non tutti gli aumenti di prezzo susseguenti alFistituzione dcirimposta 
costituiscano veri e propri fenomeni di traslazione. L’idea, di per sc, 
non era del tutto nuova: nelle discussioni particolari era stata posta 
innanzi sopratutto nelle polemiche sulla traslazione nelFipotesi 
del monopolio,’**' e—lo si puo pure notare di sfuggita—e piii conforme 
alia logica delle teorie dell’equilibrio particolare che non alia logica 
delle teorie deirequilibrio generale. Nuovo era, invece, il fundamentum 
divisionis: qui il Cassel si separa nettamente dalla tradizione classica. 
Egli afferma che nello studio dei fenomeni di traslazione non si deve 
tener conto del fattore monetario: i fenomeni di traslazione non 
concernono il livello generale dei prezzi, il quale livello e, a suo giudizio, 
un concetto puramente monetario—salvo che si vogliano studiare gli 
effetti specifici dell’istituzione di un’imposta che colpisca la produzione 
deH’oro nei paesi che hanno miniere aurifere—, bensi i rapporti reciproci 
dei prezzi: *^the question of the influence of taxation on prices is ... a 
question of relative price-fixing, L’autore espone la sua tesi molto 
semplicemente come se si trattasse di cosa ovvia: in realta la tesi, se e 
pienamente conforme a certi atteggiamenti, gia ricordati, assunti dal 
Cassel, mi pare abbia nondimeno carattere rivoluzionario sempre che 
si ritenga implichi Tenunciazione di una verita scientifica e non invece, 
come pcnso io, una semplice enunciazione di carattere metodologcio. 

Ho precisato altrove i presupposti che tale tesi implicaj e mi 
permetto di valermi di quanto ebbi allora a scrivere. La tesi del Cassel 
h esatta ove: 

(1) si ritenga che il problema deirimpiego dei proventi fiscali 
faccia parte integrante del problema della traslazione delle imposte; 

(2) si ritenga che Tistituzione delFimposta non porti ad una altera- 
zione dei processi produttivi, il che avrebbe riscontro nella realta 
concreta se i contribuenti, rendendosi conto del bisogno che hanno, 
in vista del conseguimento dei fini che loro premono, del fattore “Stato’* 
pagassero le imposte di loro iniziativa o, quanto meno, se fosse loro 
nettamente palese che, in assenza della corresponsione deH’imposta 
da parte loro e del relative impiego dei proventi, i processi produttivi 
divisati non potrebbero ricevere esecuzione: Vimposta si riduce a un 
prezzo ; 

* K. Wicksell, Finanztheoretische Untersuchungen^ Jena, i8g6, p. 12. 
t Art. cit., p. 592. L’A. parla genericamente di "influenza** e di effetti, ma il 
fine cui mira h di circoscrivere rigidamente rkmbito di quelli che si sogliono 
considerate fenomeni di traslazione. 

J Neirart. gik citato pubblicato nel Giomale degli economisti, giugno 1932, 
pp. 385 et seqq. 
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(3) si ritenga che neppur Tente pubblico con rimpicgo dei proventi 
fiscali modifichi la durata dei processi produttivi: esso si limita uni- 
camente ad un’opera di redistribuzione dei mezzi di pagamento 
prelevati airinterno della circoscrizione politica; 

(4) si ritenga che Tentc pubblico non eserciti alcuna influenza 
sulla velocity di circolazione della moneta e degli altri mezzi di paga¬ 
mento ; 

(5) si ritenga che Timposta non scoraggi, ne incoraggi la produzione, 
complessivamente considerata, portando ad un aumento o ad una 
riduzione di costi oppure che tali alterazioni di costi non abbiano 
alcuna influenza sui prezzi; 

(6) ci si attenga ad una concezione rigidamente “statica/^ vale a dire 
si supponga che la condotta degli individui non risenta alcuna influenza 
dalla previsione da parte loro di eventi futuri. 

In tal caso: i contribuenti de facto riducono i propri consumi* in 
misura corrispondente all’ammontare dell’imposta; i beneficiati de facto 
li aumentano in misura corrispondente ai benefici ricavati; la nuova 
situazione si perpetua nel tempo; i processi produttivi restano quali 
erano con la sola differenza che varia unicamente, per certe specie di 
beni, il numcro delle unita prodotte: il livello generale dei prezzi pu6 
restare inalterato se, nel complesso, le restrizioni dei consumi dei 
contribuenti de facto bilanciano gli aumenti dei consumi dei beneficiati 
de facto con una perfetta ritmiciti, che, in concrete, puo essere ritardata 
o accelerata dall’opera degli istituti di credito. 

E’ il Cassel disposto ad accogliere le sei condizioni da me elencate, 
necessarie per render valida la tesi, che egli ha posto innanzi? Vi e 
ragione di dubitarne, specie per quanto concerne la seconda: si tratta 
sostanzialmente dcirapplicazione delEipotcsi edonistica alio studio dei 
problemi finanziari, la quale applicazione contrasta con tutte le vedute 
del Cassel. Sembra quasi che egli, senza accorgersene, venga a dar 
ragione ai suoi awersari. 

Non sto a considerare da tal punto di vista le altre condizioni per 
non abusare deirospitaliti che mi c stata offerta: mi limito ad osservare, 
a guisa di conclusione, che, mentre Teliminazione deU’esame degli 
aspetti soggettivi corrisponde ad un profondo convincimento deirautore 
e giova assai, indirettamente, ad illuminarne tutta la visione economica, 
reliminazione deiresame degli aspetti “monetari*’ deve considerarsi, 
a mio awiso, un puro e semplice espediente—meritevole di essere 

• Col termine “consumo” intendo sia ic erogazioni dette “improduttive” che 
quelle dette “produttive.” 
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considerate attentamente in relazione ai vantaggi che pu6 arrecare—, 
a cui il Cassel ricorre, per comodit^t di studio, per semplificare Tindagine. 
E’ un metodo analogo, in certo mode, a quelli a cui fa talora appello 
Marshall, ma che, di per se, non giova affatto ad illuminare la visione 
economica delFautore. Analogamente a me paiono essere semplici 
ragioni metodologiche, quelle che inducono Tautore a circoscrivere il 
problema “monetario** (e, quindi, il problema generico del progress© 
e quello, specifico, della stabilizzazione dei prezzi) nel sense accennato 
nel paragrafo precedente. 

L’opera del Cassel e un po’ come quella del Marshall: suscita entusiasmi 
appassionati e awersioni feroci. Il suo valore, la sua vitalit^l, la sua 
feconditi sono assai notevoli, come bene attesta il fervore scientific© 
che ha suscitato in ambienti, quali quelli germanici, spesso poco 
propensi alia speculazione scientifica nel campo delle scienze sociali. 
E* augurabile chel’opera del Cassel faccia sentire la sua influenza 
anche nel campo degli studi finanziari. 
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FRANK D. GRAHAM, Institut Universitaire de Hautes Etudes 
Internationales^ Genkve 

The phrase “in the long run** has done much to inhibit thinking, and 
to frustrate desirable action, in the realm of economics. A cherished 
safeguard against superficial criticism it has not uncommonly been 
perverted to the uses of those who are more interested in logic than in 
life. The mortar by means of which imposing but often unreal systems 
of economic thought have been bound together it has gone far to 
conceal the essential friability of the stones in structures to which it 
seemed to give coherence and cohesion. Too frequently has it been 
forgotten that “the long run** is not ordinarily to be regarded as a 
mere extension of short-run phenomena, but as an expression to cover 
the hypothetical result of presupposed causes, which may, in fact, not 
be operative at all, or, if operative, may be counteracted in greater or 
lesser degree, and for periods of indefinite length, by forces usually 
treated as of ephemeral importance. 

The statement just made does not so much apply to discussions 
in which long- and short-run factors are carefully contrasted as, for 
example, in the theory associated with fixed and variable costs, as it 
does to a brushing aside of what are regarded as fortuitous disturbances 
of a tendency toward equilibrium persistently deriving from the 
rational, hedonistic impulses by which economic activity is still widely 
supposed to be inspired. This equilibrium is conceived to be all- 
embracing, covering not only the coincidence between commodity 
price ratios and the relative real cost of the provision of reproducible 
goods, but also the factors in production, on the assumption, so far 
as labour and “abstinence” are concerned, that all willing sellers can 
find a market for their services at a positive equilibrium price. Distur¬ 
bances of such an equilibrium may be simple or compound. They are 
simple when equilibrating forces act immediately, and without any 
offset, to effect a new synthesis differing in details yet essentially similar 
to that which had previously prevailed. They are compound when any 
given disturbance, instead of being immediately subject to compen¬ 
satory influences, releases further disequilibrating forces of widespread 
effect, before any tendency toward a new equilibrium comes into 
effective operation. Since the words “in the long run** are merely an 
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elliptical expression for this assumed tendency toward immediate or 
ultimate equilibrium, and have little or no relation to time or to the 
situation which will, in fact, be realized at a later date, it behoves us 
to look sharply at our assumptions. 

There is some disposition to characterize the forces which operate 
to produce an assumed general equilibrium as “long-run” forces, while 
those which operate in the counter direction are classed as “short- 
run.” The nature of physical phenomena is such that certain factors 
of supply are subject to persistent and progressive limitations. These 
it is indubitably correct to call “long-run” factors. They are always 
operative, though, under certain conditions, their influence may, for 
the time being, be partly, fully, or more than fully, compensated by 
factors which it may be correct to call “short-run.”* When we are 
dealing not with the objective but with the purely subjective pheno¬ 
mena of economics, however, specifically with demand factors, we are 
on a much less solid footing. Deductions from an assumed rational 
and informed hedonism, expressing itself in a milieu of atomistic 
economic institutions, are likely to wander from reality, to possess only 
passing applicability to actual affairs, to encourage unwarranted optim¬ 
ism, and to lead to a quietistic laisser aller. It may therefore be fruitful 
to abandon ideas which not only assume rational conduct issuing in 
an inherent tendency toward equilibrium, with full or practically full 
employment of productive resources, but also the satisfaction of changing 
demand to the fullest extent permitted by technological limitations. 

The classical economists said little or nothing about crises, their 
immediate followers treated crises as ephemeral aberrations, and even 
specialized students of business cycles, whether or not they adhere to 
classical and neo-classical theory, have thought in terms of fluctuations 
about a norm closely approximating, if not identical with, the prevailing 
concept of general equilibrium. The only aspect of economic events, 
however, which even remotely corresponds with such an equilibrium 
is that which appears near the climax of the ascendant phase of a cycle. 
The fear of boom conditions, when “boom” means merely full employ¬ 
ment, can find no logical justification in classical, and later, economic 
doctrines, since such a boom is but an approach to the conditions 

* The implication in the motto of Marshairs Principles that economic pheno¬ 
mena do not occur in jerky fashion is dubious. How long the “long-run*' is 
depends upon the nature of the equilibrium which is in the mind of the observer, 
and this, in turn, upon environment, prospective demand and supply conditions, 
and the like. There may be sudden shifts from one sort of partial equilibrium 
to another. 
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of general equilibrium. It is only the falling short of this mark which 
calls for embarrassing explanations. If cycles of business activity were 
attended, in the ascendant phase, by a shortage of labour, by over¬ 
time, and by deficiency of equipment, in the same degree in which we 
have unemployment, short time, and excess equipment in the descendant 
phase, the notion of equilibrium as a norm in which labour and equip¬ 
ment are employed at optimum intensity to produce the maximum 
output consistent with the current relationship between the desire 
for leisure and the desire for goods (with deviations of equal scale 
occurring on both sides) would be more or less consonant with reality. 
It will scarcely be contended, however, that this is, in fact, the case. 
Even at the peak of most so-called booms there is ordinarily a reserve 
of unemployed labour, overtime is not widespread, and equipment is 
not used with undue intensity. So far as productivity is concerned, 
such times are not exceptional but normal in the theoretical as con¬ 
trasted with the temporal meaning of the word. The invisible hand, 
or its somewhat less adequately veiled modern equivalent, might then 
perhaps be relied upon to direct us, at least temporarily, in the way we 
should go. In the depression phase of cycles, however, this is surely 
dubious policy. 

It is true that, except momentarily, we cannot expect even approxi¬ 
mately perfect equilibrium in a dynamic society. The most we can hope 
for is a tendency thereto. There is danger, however, that we shall succumb 
to the domination of theoretical concepts which lead us to read into 
existing recognized disequilibria a persistent movement in the direction 
of equilibrium, which is, in fact, a delusion. There will be no such 
movement unless we can count on the predominance of rational action. 
Events of the past few years have clearly shown, however, that for 
considerable periods of time men will act under the stimulus of a 
fear which is either itself irrational or is a rational apprehension of 
irrationality on the part of society at large. (In the ascendant phase of a 
business cycle the counterpart of this fear is an equally irrational hope 
which may culminate in wild speculation. Such hope, however, is, 
per se, far less devastating than fear, and, so far as employment of men 
and resources as a whole is concerned, produces a situation akin to that 
which we would expect in a status of equilibrium.) In an environment 
in which fear is in the saddle, traditional economic theory, in any of 
its forms, is a broken reed. It does not contemplate such a circum¬ 
stance, and we have, in consequence, in the past few years witnessed a 
helplessness and confusion of counsels among economists, as to what 
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if any positive action should be taken to restore a ruined economic 
world, which is hardly less complete than that manifested by business 
men and politicians. The only courses on which there is anything like 
a consensus of economic opinion are those which require an atmo¬ 
sphere of rationality, or at any rate of confidence, such as has been 
conspicuous by its absence. 

It would, no doubt, be difficult to build a theoretical system with 
fear as a major element in its psychological presuppositions, since fear, 
in its very nature, expresses itself in erratic and unpredictable ways. 
But if economics is to be other than mental gymnastics, a mere exercise 
in abstract logic without regard to the reality of its postulates, if, in a 
word, it is to be an art, it must take into account, to a much greater 
degree than has hitherto been common, the motives by which men are 
influenced in their economic activity in the varying states of what 
may perhaps be called the social mind. It is a part of the art of economics 
to restore the social mind to sanity. Such sanity may or may not, ‘‘in 
the long run,’* emerge automatically. There is reason to doubt that it 
will. Institutions which in the course of time have been developed in 
limitation of laissez-faire may lead us to accept a quasi-equilibrium in 
which a sizable section of any given potentially productive population 
would remain permanently unemployed. The world is afraid of pro¬ 
duction, cherishes illusions about over-population,* limits competition, 
throttles trade, worships a means as an end in being ready to sacrifice 
human welfare for an allegedly sound standard of value, and has long 
lain prostrate under the influence of the monetary calculus. In such an 
environment, dislocations, instead of being self-curing, may breed 
their kind at a rapid rate. Yet, in academic as in other circles, we have 
heard a good deal about “wholesome bankruptcies,” “necessary 
deflation,” and other allegedly essential means to the attainment of 
economic health. All the bankruptcies and the deflation which actually 
occur are supposed to be “right” in the sense of promoting that ideal 
equilibrium pathetically imagined to be in process of gestation. That 
they cannot possibly be “right” unless they are respectively partial 
and relative is far from being fully recognized. All business will become 
bankrupt if selling prices continue to fall relative to fixed costs. Business 
cycles may perhaps be regarded as essential to economic adjustment, 
but we are now suflFering not a business cycle but a progressive disinte¬ 
gration from which we can be delivered only by aggressive action or 
by sheer luck. We must abandon attempts to restore the wasted body 
• In the sense of having too many people for an assumed fixed number of jobs. 
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by pulling in the belt. Confusing economy with abnegation, forgetting 
that economy requires not renunciation but the active utilization of 
resources in the most productive way, and noting haltingly, if at all, 
that many assets, first and foremost of which is labour power, inevitably 
waste by the mere lapse of time rather than by use, the economic 
profession, as a whole, not only fails to make a thorough canvass of 
means of avoiding a general restriction of enterprise, but even approves 
so-called economies which, at best, fall into the category of self-denying 
ordinances. 

It is a commonplace observation that engineers tell their clients 
how to do things, but that economists tell them that they can’t be done. 
There is some truth in this quip, and the reason for it traces back to 
the economist’s unwarranted assumption of an automatic and healthy 
mechanism which he hates to see disturbed. Fxonomic practice, how¬ 
ever lame, is thus not infrequently in advance of theory. This is pre¬ 
eminently so where large-scale quasi-permanent unemployment is in 
question. 'Fhere is no place for this phenomenon in the more orthodox 
economic theories; it just ought not to be. But cruel facts teach us that 
we are in urgent need of a science of economic pathology, therapy, and 
prophylaxis, to complement our fairly well developed and progressive 
studies of the anatomy of the economic organism and to restore a 
healthy motivation in a disordered economic world. Apart from 
researches in the phenomena of business cycles, which do not go much 
beyond pathology, we have the beginning of such a science in the 
work of certain economists, among whom J. AI. Clark and J. AI. 
Keynes are outstanding, but there is nothing which has yet attained the 
status of generally accepted doctrine. Lay expedients for dealing with 
unemployment, such as insurance, short time, shared work, dismissal 
wages, and the like, though commendable on humanitarian grounds, 
are open to the objection that they are, at most, merely unguents, and 
that they not improbably contribute to the disease they are designed 
to alleviate. It is clear that, so long as any individual prefers the fruits 
of work to leisure, there is no inherent reason why the opportunity 
to work should not be available to him. It therefore follows that com¬ 
pensation for apparent lack of work can never command convinced 
approval, and it is the task of economists to point out the better way. 

Paradoxical as it may at first appear, it is more difficult to deal with 
partial than with widespread unemployment. Unemployment confined 
to one or, at most, a few trades presents difficult problems of transfer 
from one occupation to another, but general unemployment can be 

H 225 



ECONOMIC ESSAYS IN HONOUR OF GUSTAV CASSEL 

readily eliminated. The task of organizing competent workers, of 
diverse training and talents, to produce for their own consumption is 
technically simple, especially in countries in which international trade 
plays a comparatively minor role.*** Instead of seeking, through manipu¬ 
lation of monetary phenomena or otherwise, indirectly to induce 
the ideal state of equilibrium, is it not better to attack the problem 
of unemployment directly and thus assure immediately the most 
important desideratum of such an equilibrium, viz. full use of human 
and material resources ? We could well stand disequilibria if they were 
not accompanied by terrific reduction in total output, and were thus 
merely a matter of the distribution of an unreduced national income. 

The failure of economists as a group to protest vehemently against 
the senseless waste in general unemployment, their disposition to accept 
it as an inevitable visitation, the bafflement, confusion, and strife which 
they have shown in the presence of the disasters of the past few years, 
have gone far to paralyse appropriate social action. Their attitude has 
been due not only to an inadequate scientific literature on economic 
pathology, but also to a failure to distinguish social from entrepreneurial 
costs, and to that political element in economic thinking to which 
Professor Gunnar Myrdal has but recently drawn attention. General 
unemployment, and heavy reduction of total output, is a quite avoidable 
adjunct of business maladjustments. Adjustments can indeed proceed 
with greater speed and precision, and with infinitely less pain, on the 
basis of practically full employment than in the ghastly milieu of 
multiplying maladjustments which has of late confronted us. Prevailing 
theory, however, casts a veil over this truth. 

The forerunner of the theory of general equilibrium is the notion 
of scarcity. Scarcity being basic in the whole range of economic pheno¬ 
mena, all of our economic thinking has developed around this concept. 
Economizing and saving have become almost synonymous terms, and 
we have forgotten to ask what the saving is for. Instead of saving on 
one kind of outlay, or on immediate consumption, in order to expand 
outlays in another direction and acquire increased future, instead of 
present goods, we have glorified saving for its own sake. Mere pecuniary 
saving, of the type which has been fashionable in recent years, far from 
being a virtue is a positive, but very inadequately recognized, vice. 
There has been an epidemic of the disease of Midas, and economists 

* One of many possible methods of organization is suggested in my book 
The Abolition of Unemployment^ Princeton University Press, Princeton, N.J., 
1932. 
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have been by no means completely immune. The passion for liquidity 
has led to a rather rapid deliquescence of our whole economic structure, 
and solid values have crumbled away, or failed to come into being, 
while we have been pursuing a mirage. Not only is miserly saving in 
times of economic crisis, if not at all times, vicious, but even investment 
in equipment similar to that which is currently not being used fully, 
or at all, is a social waste. The output of consumers’ goods should be 
expanded, until all but obsolete equipment is engaged, before new 
investment will, in general, be economic. 

Scarcity and cost, of course, go hand in hand. The fact is, however, 
that in times of widespread unemployment, labour, while still being 
scarce in the sense that the entrepreneur cannot get it for nothing, has 
no unincurred social cost at all.* Labour-time cannot even be stored. 
It is either embodied in production as it evolves or it is for ever wasted. 
Regardless of the wages actually paid, it would therefore cost society 
at large (the nation) nothing whatever to hire such labour. Any out¬ 
put deriving therefrom would be unalloyed social gain. The same is 
true of unemployed equipment. It is clearly possible, without any 
money outlays, to bring such labour and equipment together in pro¬ 
duction, the labourers and owners of equipment being paid for their 
services in the distributed products turned out. If ordinary money is 
used it can be recovered in the sale of the products to those who had 
co-operated in their production. All discussions of the cost of putting 
an unemployed man to work are therefore misleading and, indeed, 
silly. There is no necessary cost. It is true that if unemployed men are 
set at producing things which yield a very slight return in satisfactions, 
that if new rather than existing equipment is necessary to this ill- 
advised production, that if existing potentially useful idle equipment 
is thus kept indefinitely out of employment, and that if previously 
employed, rather than unemployed, men are diverted from their 
present tasks to the provision of such equipment, the net gain from the 
production of the previously unemployed would not, as is otherwise 
possible, be their full gross output, but would be nullified in greater or 
less degree by futile costs. If the hitherto unemployed do not bear these 
costs, they must, in one way or another, be imposed upon the remainder 
of the society. Ordinarily this means increased taxation, heavy public 
borrowing, and possibly runaway inflation. Extended programmes of 
public works are almost always open to these objections, and are there- 

* There are comparatively few unemployed persons who would not prefer 
work to enforced idleness. 
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fore, not without justification, enthusiastically opposed by anti- 
socialistic opinion and even by such liberals as do not lean heavily 
toward the left. The economic flaws of such proposals are at least the 
indirect cause of their political rejection. Public works programmes 
would, at most, reduce the waste of unemployment, whereas it is quite 
possible to abolish it altogether. There is no good reason why the 
society should not, within the range of the productive possibilities of 
all of its members, produce those individually appropriable commodities 
which represent the freely expressed desires of its individual members 
translated into demand through the purchasing power obtained by 
the sale of their labour or any other factor in the productive 
process. 

A public works programme which provides a more or less remotely 
desired output is strongly suggestive of work for exercise only. It pro¬ 
vides employment, indeed, but so does the digging and refilling of 
holes. Whatever one’s economic philosophy may be, it can hardly be 
irrelevant to take account of consumers’ desires in the order of their 
intensity. Unless we do so, workers under State aegis will either get 
a lower real return than they might have or someone else will be 
exploited for their benefit. Such exploitation might or might not be 
greater than would occur under a dole, but it is, in any case,an avoidable 
evil. 

If, as is necessary in times of crisis, a central organization must 
supply the opportunity for work which individual enterprisers fail to 
provide, on what reasoning must it go in for public works of submarginal 
ophelimity rather than the provision by the newly employed workers 
of the goods which they themselves most want and will take as soon as, 
by the sale of their labour, they acquire the necessary purchasing power ? 
When the system of more or less free enterprise breaks down, and 
must be complemented, why should we provide any other than those 
commodities which would be taken by producer-consumers if they 
were working as usual in private industry? Is not the advocacy of 
public works rather than of the production of privately appropriable 
commodities a surrender to popular prejudices on the alleged over¬ 
production of the ordinary run of commodities? 

If economists would adhere to certain simple postulates, to which 
lip-service among them is almost universally given, they would imme¬ 
diately recognize that whatever the conditions, and whatever else may 
be done to restore a badly shaken general equilibrium, the first task 
is to organize unemployed workers (and equipment) on marginal 
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utility principles, that this could be done substantially without cost, 
and that it is perverse to attempt to secure the end of full employment 
by ineffective indirection, in which, at best, a large time-lag is inevitable, 
when it can be attained immediately by direct measures involving a 
lesser deviation from the cherished principles of individualism. 

The postulates which should be kept steadily in mind are as 
follows: 

(1) The only sound reason for refraining from work is the preference 
for leisure over the potential fruits of such work. 

(2) While the economic millennium of universal free goods is still 
unattained there can never be any real lack of work in the sense that there 
is nothing to be done. 

(3) The supply of labour provides its own demand. Though the old 
pious adage that with every mouth there comes a pair of hands is not 
always true, it is indubitable that with every pair of hands there comes 
a mouth together with a desire not only for gustatory satisfaction but 
for far more of other goods than the hands can fashion. 

(4) Density of population has therefore fiothing whatever to do with 
the problem of employment. The estimates of prospective unemploy¬ 
ment based upon the number of adolescents coming to maturity should 
be treated with a scorn which they seldom receive. 

(5) Per capita potentialities of production are irrelevant to employ- 
ment. If the continued reminder of the indefinite extensibility of human 
wants is insufficient to guarantee the acceptance of this postulate, it 
may be supported by the fact that unemployment is not less in industrial 
countries of relatively low than in those of relatively high standards of 
living. 

(6) Unemployment is its ozvn chief cause. Maladjustments in pro¬ 
duction can never be solved by changes in absolute but solely by changes 
in relative output of the various economic goods. A decline in the out¬ 
put of one, or several, commodities should therefore always be accom¬ 
panied by an at least compensating increase in the output of others. 
If this does not occur automatically, or is not provided for by artifice, 
total demand will fall pari passu with total supply (since the supply 
of one good is the demand for another). Contrariwise, if appropriately 
distributed supply, to any amount, is undertaken, it will automatically 
create an equivalent demand. 

(7) Consumption goods are the whole end of the economic process, and 
investment has no purpose other than to increase the supply of such con¬ 
sumption goods. When capital goods are in even apparent over-supply, 
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when “excess” equipment is general, it is perverse to urge and seek to 
create favourable conditions for new investment. The appropriate 
procedure is to increase the output of consumption goods until inade¬ 
quacy of capital equipment becomes the limiting factor. New investment 
will then appear automatically. 

(8) General prosperity is dependent upon production and consumption, 
and on these alone. Contractual pecuniary relationships are a deter¬ 
mining factor in distribution, but, even while being preserved, need have 
no effect on general production. When a more or less conscious struggle 
over distribution results in stagnation, the Gordian knot can and should 
be cut by arrangements which secure full employment and production. 
Whatever the distribution, it is then easily possible to give to all a 
larger absolute income than could be obtained, by even those most 
favoured in distribution, from the greatly reduced national income which 
attends general unemployment. 

(9) There are only two categories of social economic costs, (a) labour 
and (b) abstinence from immediate consumption, 

(10) The social cost of employment of otherwise idle workers is nil. 
The great majority of potential workers would rather have jobs than 
leisure, and the enforced abstinence from immediate consumption 
which arises from a low level of production is infinitely more painful 
than the voluntary abstinence (which, with induced employment, 
would still leave a larger stock of immediately consumable goods than 
would be available if employable workers remained idle) necessary to 
provide generously for the future. Since, therefore, there are no social 
costs of such production as involves otherwise unemployed workers, 
and existing, or even new, equipment,* the product, whatever it be, is 
unalloyed social gain. If entrepreneurial, or fiscal, pecuniary costs are 
incurred, they can be justified only on the ground of administrative 
convenience, are not necessary, are compensated by equivalent gains 
elsewhere, are merely a matter of distribution, and are an optional 
incident to the gain in total output and income. 

If one prefers to speak in terms of opportunity costs, the provision 
of full employment involves the sacrifice of the “opportunity” for 
imposed and detested idleness in favour of remunerative work, and of 
enforced abstinence in favour of either volitional abstinence from, or 
immediate consumption of, a mass of goods which would otherwise 
never have come into existence. 

• New equipment can be provided without any net social cost so long as any 
capable workers are left without full employment. 


230 



ECONOMIC THEORY AND UNEMPLOYMENT 

These postulates are simple, but they are constantly overlooked. In¬ 
creasing intellectual specialization has led to emphasis on one or another 
aspect of things economic until the inability to see the forest in the 
maze of trees has become general. The older economists paid too little 
attention to pecuniary phenomena. In the reaction against this attitude 
there has been a disposition to forget the fundamental truth, which 
absorbed the attention of earlier writers, that man does not live by 
money and that the fundamental condition of prosperity is the maximum 
output of consumers* commodities chosen with due regard to marginal 
utility and cost. A return to this more or less ancient truth will be 
accompanied by an insistence upon full employment and production 
whatever may be the purely business vicissitudes which we may be 
compelled to undergo. 

Indirect methods of promoting economic equilibrium, and of thus 
securing increased employment as a by-product of business adjust¬ 
ments, should certainly be pursued wherever they offer a reasonable 
prospect of success. Specifically, we should urgently seek to establish 
a monetary system which would not provoke gratuitous maladjustments 
in the business situation, and we should, perhaps, try to correct constantly 
occurring uneven keels by monetary manipulation. We cannot afford 
to wait, however, until such methods, if ever, will procure permanent 
full employment. The latter, by far the most important objective of 
practical economic endeavour, can be attained directly^ regardless of 
monetary aberrations. Directly induced permanent production and 
distribution may give “artificiar* prosperity, but are we to prefer 
“natural** misery to prosperity attained by artifice? There does not 
seem to be much reason for objecting to “artificial** prosperity so long 
as it persistently gives us the things we desire and of which we are in 
need. Nature is still somewhat niggardly, and we must woo her with a 
modicum of art. May we not hope, therefore, that political economy 
will before long regain the place from w^hich it was ousted by economics ? 
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Elies vivent, les nobles idees. Elies vivent, non point comme le voulait Platon, 
stables et improductives au sein de Tetre eternel, mais au contraire, d’une vie 
ardente et f^conde, toujours identiques et toujours nouvelles, disposant sous 
les memes cadres unc infinie varidtd de dessins.— Gonzague Truc, Les Iddes 
Vivent, 1927, p. 7. 


I 

Economic theory and political science alike are concerned with the 
problem of human liberty and its relation to the organization of the 
economic life of the community. A score of commonplaces attest 
the importance of this relationship: that the “magic of property turns 
sand into gold'*; that property is a method of self-expression and an 
extension of human personality into the realm of goods; that the 
propertyless man is the prey of circumstances and therefore unfree 
since he is unable to secure his own destiny; that the state of slavery 
is defined by the denial of self-determination to the slave, for he is the 
instrument of the self-expression of others. Equally obvious are the 
facts that Law is largely concerned with the regulation of the rights 
of persons over things, and that economic and social history are largely 
a record of the origin and development of property rights and of the 
conflicts between groups to which they have given rise. In this essay 
I am concerned with one important aspect of a complicated subject: 
what light does economic theory throw upon the conflicting views 
which have been developed by various schools of writers as to 
the best methods by which human liberty can be furthered, in as far 
as human liberty is dependent upon the way in which property rights 
are recognized by law and upon the manner, therefore, in which the 
economic framework of society is organized ? 

My task is essentially, therefore, to review existing or potential 
types of economic organization in the light of that criterion of liberty 
which is implicit in the development of economic thought. Such a task, 
however, implies that any criteria developed by economic theory can 
be validly applied to successive or possible types of economic organiza¬ 
tion : a claim which would be denied by those who stress the relativity 
of economic institutions and the emotions and sentiments evoked by 
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them. The concept of the relativity of economic institutions derives its 
importance, not from the world of fact, but from the world of logic. 
Certainly it is an indisputable historical fact that economic institutions 
change; that each successive system has evoked passionate loyalties 
(so that men feel themselves in some sense “free*’) and that the study 
of the reasons why one set of institutions has given way to another has 
the most profound significance from many different points of view. 
It does not, however, follow from this that economic science is not 
in a position to pass judgments upon such systems, or to compare 
their intrinsic merits in the light of standards it itself has chosen. The 
mere fact that economic science itself is passing through a continuous 
process of change is beside the point, even if it were not the case that 
the fundamental concepts it is necessary to employ in connection with 
our enquiries have remained relatively unchanged; for the essential 
circumstance is that, given the state of theory at any given moment, 
it is possible to range existing or alternative or hypothetical social 
organizations in an order determined by the standards, such as they 
may happen to be, which are adequate in the light of existing theory. 
The judgments which economic theory can pronounce are not in¬ 
validated by the fact that certain objective causal sequences are neces¬ 
sary before one state of society can pass into another, or before a given 
state of society can come into existence: in the existing state of economic 
theory we can pronounce one state of affairs to be intrinsically more 
desirable than another without necessarily assuming that that more 
desirable state will either come into being, if it does not already exist, 
or persist, if it is already in being. It may indeed be the case that the 
world is passing from a more to a less desirable state from the stand¬ 
point of just those particular standards which form the topics of the 
present discussion; but the fact that social evolution is pursuing a par¬ 
ticular course does not prove that it is the more desirable. It is, of 
course, also true that the mere fact that such imminent changes can 
be condemned from the standpoint of economic theory will not prevent 
their coming into existence, though it is the case that judgments of 
value can influence opinion, and opinion can modify the trend of events. 
Consequently, unless one commits oneself to an absolutely fatalistic 
interpretation of the course of events in time, to pass judgments 
of value is to influence the future, though it may be only to an 
infinitesimal degree. I am, however, only concerned at this point to 
guard myself against the preliminary objection that neither economic 
theory nor, for that matter, political science is in a position to pass 
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judgments at ally on the ground that each system of economic organiza¬ 
tion is historically determined, unavoidable as a fact of the objective 
world and therefore immune from criticism. The adherents of economic 
fatalism, or of historical methods of formulating economic principles, 
have never, in fact, abstained from criticism of the capitalistic frame¬ 
work of society, though that, too, is a product of historical evolution 
and logically, therefore—from the standpoint of these various schools 
of thought—ineluctable. 

Our first task must be to establish the essence of the concept of 
human liberty which underlies the corpus of economic theory. What, 
in other words, is the real content of that “obvious and simple system 
of natural liberty” of which Adam Smith wrote, and which, in perhaps 
more sophisticated form, has served as an inspiration to successive 
generations of economists who have followed the liberal tradition? 

I am concerned here neither with the metaphysical bases of eighteenth- 
century thought, nor with the doctrine of the pre-established harmony 
of interests, nor even with the question of the motives (as distinct from 
the intentions) operative in economic life. It is possible to show that 
Adam Smith himself* and the classical economists in general were 
willing to admit exceptions to the rule of free and unrestricted com¬ 
petition, still more to the coincidence of interests of all engaged in 
the economic process, but the concept of human liberty associated 
with the teachings of the masters and their followers is not, in its 
essence, affected by such considerations. For the doctrine of laissez 
fairey however limited, is not the colourless negation it is sometimes 
represented to be. Human liberty, in the economic sense, implies the 
free unfolding of human personality in the sphere of economic relations, 
in the expectation that it is by this means that the sources of economic 
welfare will most rapidly expand. From this point of view the 
essential element is not the motives which inspire men in economic 
life but the opportunities which the economic system affords for 
the association of capacity with the task to be performed. Privilege 
and restriction on the free choice of occupation on the ground 

* For a recent critical analysis, v, Jacob Viner, Adam Smith and Laissez Faire, 
in the commemorative volume Adam Smith, 1776-1926 (Chicago: University 
Press, 1928), pp. 116-55. I hope to publish at an early date an essay systematically 
exposing the misconceptions currently prevailing as to the attitude of the 
classical economists towards labour and the labour problem. At present I content 
myself with saying that even McCulloch, the butt of Carlyle and of his later 
imitators, the Statutes, does not deserve the charges of inhumanity and of 
principien-reiterei of which he is constantly accused. 
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of nationality, race, class, or sex imply a waste of human resources, 
and therefore a net loss of productive efficiency and, as a final conse¬ 
quence, of material welfare. Competition is not an end in itself, but 
a means of selection which is free from the elements of nepotism and 
favouritism which might otherwise obtrude themselves; if systems 
other than the competitive one can fulfil this end better, they will in 
the long run establish themselves. It is important, moreover, to observe 
that the free expression of human personality involves not only liberty 
in the sphere of the creation of economic values but also liberty in the 
sphere of the consumption of economic values. If a community has to 
consume what it is given instead of what it wants to consume, there is 
a net loss of satisfaction—still more, there is an infraction of personality. 

Thus, from the standpoint of economic theory, the onus of proof 
lies upon those who would interfere with or restrict the expression 
of personality, whether in the sphere of production or of consumption. 
To prove that free competition is dangerous in certain cases, or that 
freedom of consumption of certain kinds of goods produces effects 
destructive of self-respect in still other cases, is not to invalidate the 
principle that freedom of choice is the best general rule in both cases: 
on the contrary, the rule is confirmed by the nature of the objections 
brought against it in particular instances. Nor is the presumption in 
favour of freedom destroyed by insisting that liberty may at times 
involve a conflict between ends; that industrial freedom and free 
choice in the consumption sphere cannot always be reconciled with 
ends also regarded as intrinsically good. It is the essence of a free 
society and of the libertarian way of life that such conflicts should arise; 
they are unknown in a despotism, but it does not follow that, on balance, 
the latter is the intrinsically more desirable kind of system. To insist 
upon the possibility of conflict of ends in a free society is to stress the 
obvious; to infer that because there may be conflict the free society 
is intrinsically less desirable, is simply to beg the whole question 
at issue. 

Whatever the intrinsic merits or demerits of the economic con¬ 
ception of liberty, modern capitalistic society is both its product and 
its embodiment. The rationalistic-utilitarian attack upon the abuses 
of the ancien regime was one of the main intellectual forces moulding 
society in a new direction: in spite of all the restrictions which even 
in a free society obtain to-day and notwithstanding the growth and 
development of new absolutistic Societies, the institutions of the 
Western World are primarily an embodiment of the view that it is 
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only through the absence of restraint upon individual efforts at self- 
expression that happiness and progress are possible. A great part of 
economic theory is nothing but an elaborate exercise upon this central 
theme. 


II 

We have, however, to answer the fundamental criticisms which the 
avowed opponents of the present order bring against it: that if liberty 
is the child of the capitalistic order, it is a child devoured by its own 
parent. It is the inconsistency of liberty with capitalism which is the 
basis of all the revolutionary philosophies of the last hundred years, 
and even if it is the case that the successful revolutionary parties of 
to-day show a revolting inhumanity in their endeavours to translate 
their principles into practice, the fundamental objections which they 
bring against the existing order may still be true. All that may be 
revealed by the new regimes of force may be the incompatibility of 
liberty with such regimes—and even this cannot be shown conclusively 
so long as it can be argued that such force as has to be employed is 
the result of the provisional, transitory conditions of the moment. 
It does not follow, without further investigation, that the attack upon 
the existing order cannot be sustained. Before dealing with the position 
under alternative regimes, therefore, the case against the present order 
must be examined. 

The charge, in brief, is that capitalistic society is inconsistent both 
with security on the one hand and equality on the other, or, to put it 
into other terms, that capitalistic society breeds both insecurity and 
inequality, and that liberty is consistent with neither. These two evils, 
though broadly representative of the spheres of production and con¬ 
sumption respectively, are interconnected. For insecurity involves 
differential opportunities for enjoyment, and inequality in consumption 
(say of educational facilities) involves differential opportunities of 
employment and of accumulation. Hence not only are these evils inter¬ 
connected, each producing the other, but they are cumulative over time, 
since they affect not only the present generation but those who look 
to the present generation both for training and sustenance. These are 
serious charges; it remains to be seen whether they can be answered. 

I. That insecurity and inequality are facts is something which 
cannot be denied even by the most bigoted admirer of the present 
order, at a moment when unemployment must directly affect some 
twenty millions of people in the industrialized countries alone, together 

^37 



ECONOMIC ESSAYS IN HONOUR OF GUSTAV CASSEL 


with their wives and children. An immense mass of unhappiness is 
represented by these appalling figures, which no easy optimism can 
explain away. Unemployment, in addition to involving gross differentia¬ 
tion in rights to consume, also represents the results of the generally 
insecure conditions of employment under present conditions. 

II. A series of detailed questions therefore arises: 

{a) How far are such conditions caused by capitalism? 

(i) How far are such conditions curable under capitaliwsm ? 

(c) What hope is held out by alternative systems as a cure 
for these evils? 

{d) Assuming that other and alternative systems of society can 
really destroy insecurity and inequality, what price would 
have to be paid for these advantages ? 

{a) Before the balance sheet of capitalism can be properly drawn up, 
it is necessary to distinguish between effects properly due to capitalistic 
economics and effects produced by agencies with which capitalism as 
such has nothing to do. Wars have been waged by capitalistic govern¬ 
ments as by non-capitalistic ones, but in so far as the world is still 
suffering from the consequences of the outbreak of 1914-18, such 
consequences are not due to capitalism but to war. Again, in every 
period of society individuals are subject to personal accidents and 
misfortunes—the mere fact that capitalism is unable to prevent similar 
personal tragedies is no indictment of capitalism. Again, the working 
of the capitalistic system is liable to be influenced adversely or bene¬ 
ficially by the degree to which the necessities of that system are under¬ 
stood or misunderstood by governments: if the wrong policy is pursued, 
even if pursued in the presumed interests of capitalists and capitalism, 
the consequent sufferings and loss of material welfare are not due to 
capitalism but to the mistakes made by governments. All this is, of 
course, obvious enough, but nothing is easier or more popular than 
the attribution to the capitalistic system of an impressive series of 
faults, some of which at least are not in any way to be explained by the 
mere existence of a certain kind of economic system. 

The essence of capitalism is that it is production for an impersonal 
market by productive units whose only guide to correct action is the 
present and prospective course of prices, and whose chances of success 
are governed by the accuracy with which the course of prices is gauged 
and with which the quantity supplied is in adjustment with the quantity 
demanded. The fact that much capital is required, a far-reaching degree 
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of division of labour is involved, and that constant changes in process 
and method upset even the far-seeing plans, are facts not due to the 
existence of capitalism but to the technical methods of production. 
No doubt the existence of capitalism has stimulated economic change, 
but the essence of capitalism is production for, and dependence upon, 
a market dominated by freedom of choice for the consumer. 

In these circumstances it is inevitable that the system should 
secrete some degree of insecurity, but the insecurity so produced 
must be attributed to the right causes. Even under a communist or 
collectivist regime, indeed under any system of production other than 
the purely stationary state, changes of technique must lead to some 
unemployment. What such a system could perhaps avoid are: (i) the 
social consequences which flow from unemployment, due to this or any 
other cause; (2) the special causes of unemployment and insecurity 
which flow from the essential features of the capitalistic regime. What 
these special causes are needs no prolonged description: insecurity 
arises both from the special risks attached to a particular branch of 
production and from the insecurity which affects all branches together 
from time to time. The great causes of insecurity are the trade cycle 
and the competitive nature not only of specific productive units inter se 
but of branches of industry against one another. So long as capitalism 
lasts, insecurity to a smaller or greater degree will persist. 

It follows also from the nature of the capitalistic system that it 
should generate inequality. It is not true that capitalism alone breeds 
inequality: the moral inequality implied by slavery transcends in 
quality even the grossest inequalities of a quantitative kind revealed 
by the present order. Moreover, the magnitude of the existing ine¬ 
qualities is not a direct effect of capitalism at all; it is due to a growth 
of scale which indirectly, it is true, may be associated with the existence 
of capitalism, but which is certainly not implied in its mere existence. 
But a system of society which apportions reward according to the 
degree of success with which the market situation is gauged and which 
permits the rewards of greater foresight to be inherited, whilst at the 
same time employing technical processes which limit the powers of the 
individual by forcing him to specialize, necessarily involves inequality. 
Though insecurity and inequality are not exclusive attributes of 
capitalism, and though to capitalism are sometimes attributed effects 
which should properly be assigned to other causes, there remains 
some truth in the allegation that under capitalism some measure of 
insecurity and inequality is necessarily involved. 
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(d) How far, however, are inequality and insecurity inconsistent 
with liberty? There is complete absence of insecurity and a con¬ 
siderable degree of absence of inequality in a prison, but it does not 
follow that a prisoner’s state is to be preferred to that of a man whose 
economic position is insecure, and whose income is at a minimum. 
The relationship of insecurity and inequality to the concept of liberty 
is more complex than appears at first sight. If human liberty implies 
the possibility of unfolding personality, we have to ask not whether 
capitalism generates insecurity and inequality, but whether it neces¬ 
sarily generates t/iose forms of insecurity and inequality which are 
inimical to liberty. Our age, half-captured already by the opponents 
of capitalism and fearing uncertainty perhaps more than anything else, 
is apt to overlook the circumstance that certainty is only tolerable if 
that which is certain is itself tolerable. The problem, then, is primarily 
one of discrimination. 

Some forms of insecurity are clearly inimical to human personality. 
The sordid struggle at the dock gates of the casual dock labourers is 
inimical to personality because in its extreme form it prevents rational 
calculation of earnings and a settled standard of life. The spur which 
uncertainty gives to individual effort is in this, as in other cases, much 
outweighed by the generally depressive effects of the kind of life 
involved. The fact that certain kinds of labour contracts are even in 
the capitalist world long-term contracts, e.g. school teachers, civil 
servants, the administrative and executive staffs of the larger enter¬ 
prises, indicates that certain kinds of creative effort are only possible 
if the mind is not upset by anxiety about the future. There can be no 
doubt that the insecurity and unemployment associated with cyclical 
fluctuations of trade are on balance an immense evil: a form of in¬ 
voluntary leisure leaving behind it nothing except a legacy of deteriora¬ 
tion of personality and decreased economic efficiency. 

The problem of inequality appears to me to be on a somewhat 
different footing. I cannot share the view expressed, e.g., by Professor 
Tawney that economic inequality is itself intrinsically an evil: what 
is evil is the denial of the expression of personality to those whose 
remuneration falls below the minimum in amount and regularity 
necessary to maintain a certain standard of decency and self-respect. 
Edmund Burke’s protest that he “could not pity a man merely for being 
poor,” whilst valid enough against those who would sacrifice the 
chances of experimentation which the existence of large private fortunes 
afford, in order to obtain a somewhat higher general average level of 
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well-being, ought not to blind one to the effect that there are incomes 
so low that they destroy personality, and that when one reaches these 
levels of economic inferiority the spur which the hope of rising in the 
world affords simply does not exist as an effective agency of economic 
progress. 

{c) Admittedly, then, the capitalistic form of production—apart 
from all personal elements of misfortune, and apart also from the 
insecurities and inequalities associated with rapid changes of technique— 
involves some forms of insecurity and inequalities which are inimical 
to human liberty. The real task of the liberal economist should be, 
not to pretend that these forms do not exist, but to analyse to what 
extent they are remediable without fundamental alterations in the 
existing order. 

There is no proof whatever that capitalism is necessarily working 
towards catastrophe, either because the march of technique means 
an absence of further wants to be satisfied or because the accumulation 
of “surplus values’’ involves the definitive replacement of the factor 
of production labour by the factor capital. The present instability of 
capitalism can be accounted for satisfactorily on other grounds. Nor 
is there any reason to doubt that, apart from measures intended to 
serve as palliatives rather than as cures, a considerable reduction in the 
volume of the evils complained of is possible merely by applying to 
the situation complained of the philosophy inherent in capitalism itself. 
Why has the depression which set in in the autumn of 1929 lasted 
so much longer than the depressions of the nineteenth century? I 
answer unhesitatingly because the precedent boom was allowed to go 
on unchecked to a much greater extent, and because again, in the 
name of “stabilization,” the necessary corrective measures have not 
been applied. Instead of insisting upon the vital necessity of greater 
flexibility, an increasing degree of inflexibility in all directions has 
characterized the last four years. 

It is no answer to say that the measures which would have cured 
the depression, had they been applied, were impossible of application 
because “public opinion would not have tolerated them.” No doubt 
patients very often refuse to follow^ the advice given them by their 
doctors, but if they subsequently die their death is not usually regarded 
as evidence of the inherent wickedness of the advice given. No reasons 
have so far been advanced, except irrelevant ones, that there is no 
cure for much of the evil complained of: if the patient dies it is because 
he will not listen, not because he is smitten with an incurable disease. 
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The palliative measures which appear themselves as causes of the 
continuation of the depression—I am thinking primarily of systems of 
unemployment insurance (including the disguised systems on the lines 
of the quasi-compulsory levies so popular in the U.S.A.) and of “finding 
work’’—^are in themselves not inconsistent with capitalism, provided 
only that it is recognized that the fundamental problem is to confine 
the application of such measures to relatively modest limits by limiting 
the degree of unemployment to whose alleviation they have to be applied, 
A long-trend policy will take into account the absolute necessity of 
not allowing human efficiency and personality to deteriorate. The 
fundamental technical necessities are to vary the amount of relief 
in terms of money as the price level alters, to make a clear-cut distinc¬ 
tion between the re-employment of labour in old and new directions, 
and to throw upon industry itself the cost of relief—otherwise neither 
labour nor capital will have the least incentive to adapt itself to the 
altered circumstances. 

So far as inequality is concerned, the worst forms of inequality 
will be removed by the mere reduction in the volume of unemployment. 
There is, however, more to be said upon this particular matter. Since 
capitalism stands for competitive offers to the consumer (including 
the employer), classes of ability and of talent which would not otherwise 
have the opportunity of making an offer to the consumer are given the 
chance to do so. To put the matter into somewhat more precise terms, 
though capitalism undoubtedly increases the degree of inequality as 
the scale of operations expands and the highest rewards increase in 
absolute magnitude, nevertheless it also works against inequality by 
increasing the opportunities afforded to each individual of finding 
that particular market for his talents and powers which will give him 
the best price available. It is significant that though opponents of 
capitalism are continually referring to the increasingly monopolistic 
tendencies of the age, the new and expanding industries—cinema, radio, 
and the automobile—are dominated by personalities who owe nothing 
to advantages of birth or superior economic inheritance, but who are, 
in the truest sense of the words, the architects of their own fortunes. 

Ill 

{d) There are only two alternatives to the existing order. It is 
possible to attempt the removal of insecurity and inequality by 
means of a Collectivist or of a Distributionist Society. Either all 
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instruments of production are vested in the State or society is so 
organized that the number of individual owners of property in the 
means of production is increased. At the present time public opinion 
is almost completely obsessed by the first alternative, and not sufficient 
attention is paid to the possibilities of the second. But “employee 
ownership” in the United States, the repeated attempts at co-partnership 
in Great Britain, the break-up of the great agrarian estates of Middle 
and South-Eastern Europe, and—in certain of its aspects—^the National- 
Socialistic movement in Germany all embody the fundamental principle 
of Distributionism, that a stable society can only be erected upon the 
basis of a widespread ownership of property-rights in the instruments 
of production. What Collectivism attempts to achieve by replacing 
many owners by one, Distributionism attempts to achieve by replacing 
few owners by many. 

We must now take it for granted that neither type of society can 
come into existence except as a result of revolution: force is the 
characteristic instrument of all such economic policies. But it does 
not follow^ that once the revolution is accomplished (and revolution 
implies insecurity and inequality) such societies would not be stable, 
the degree of their stability depending upon the degree of force at the 
command of the State. What is important for our purposes is to ascer¬ 
tain the degree to which they are capable of removing inequality and 
insecurity. The answer depends, I think, so far as regards insecurity, 
upon the extent to which such societies are subject to technical change, 
and, as regards inequalities, upon the degree to which inequalities of 
remuneration are necessary as economic stimuli. If it were possible 
to imagine no substantial changes in technique or in population, 
and a deliberate control over changes in consumption (i.e. a Planned 
Economy, at least so far as standards of consumption are concerned), 
there might still remain uncertainties arising out of the fluctuations 
of the harvest and out of personal vicissitudes, but (given also a stable 
population) no inherent structural changes being threatened, economic 
society would reveal itself more secure than it is now. But if popu¬ 
lation changes and technological changes are assumed, unemploy¬ 
ment or, at least, the necessity for changes of occupation, would reveal 
itself as it does now. The Russian experiment is in many respects 
a very interesting one, but it appears clear that labour turnover is 
immense, that the Soviet is faced with the problem of transferring 
labour on a large scale from completed projects to new kinds of enter¬ 
prise, and that the problem of Russia in these respects is in all respects 
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the same as that of a capitalist society at the end of a period of boom. 
Given technical changes, a distributionist society is faced with the 
danger that the existing distribution of property is inconsistent with 
the new demands of technique, just as the existing distribution of 
property may be inconsistent with changes in population—population 
change being indeed the greatest single factor militating against a 
stable agrarian regime, both historically and at the present time. It 
follows from what has been said that, unless change can be successfully 
resisted, the problem of insecurity will remain and these alternative 
societies wdll be driven to the use of palliatives of much the same kind 
as those at present employed by capitalism. 

It is, perhaps, otherwise with the problem of equality, though 
such confirmation of the egalitarian point of view as may be derived 
from Russia is most inconclusive, since the presence of smaller absolute 
differences in the level of incomes is not the only factor distinguishing 
Russia from the capitalist order. It is a priori probable, however, 
that for many men and women the intrinsic fact of inequality per se 
is a more important matter than the absolute degree of inequality, 
and that (what is really more significant) the amount of remuneration 
offered is only one element in a highly complex psychological situation. 
It is, I think, probable that much of the existing inequality represents 
merely windfall gains from the standpoint of the individual and that 
economic society is capable of functioning with a much greater degree 
of equality than at present persists. 

One must not, however, overlook the price which has to be paid 
for the greater measure of security and equality postulated. These 
alternative systems are only capable of yielding these advantages in 
a greater degree than the present order in so far as they imply a less 
progressive type of economic society. Security, we have argued, is 
primarily a function not of forms of ownership but of the pace of 
industrial life; the real price which would have to be paid is, therefore, 
a less rapid development of the general standard of well-being. This 
argument applies more particularly to security: as regards inequality 
it is true that the two alternative systems of society are both more 
consistent with equality than the present one, and it is true also that 
economists have probably exaggerated the extent to which absolute 
degrees of inequality are a stimulus to effort. An alternative society 
would not necessarily directly lose inefficiency because it was more 
egalitarian than our own. On the other hand, the general nature of 
such a society which makes equality possible would indicate that the 
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general advantage lies with capitalism as an instrument for attaining 
welfare. But in the final analysis one arrives at the frontier between 
economic and non-economic choices; it is open to anyone to argue 
that in spite of some loss of economic welfare the intrinsic value of 
such alternative societies is the greater. This is an issue which cannot 
be decided upon economic grounds, even if it is- capable of decision 
at all. 
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THE MAINTENANCE OF PURCHASING POWER 

ALVIN H. HANSEN, University of Minnesota, Minneapolis 

Under the system of private enterprise and the prevailing financial 
institutions, the money income of a community is paid out, for the 
most part, from banks through business entrepreneurs. If business 
men are optimistic and see prospects of making profits, operations are 
expanded, idle bank credit is utilized, more money is paid out to labour 
and the owners of other factors, and the purchasing power (in terms of 
money) of the community is increased. If, on the other hand, owing 
to unfavourable developments of a non-monetary character—such as 
the termination of the construction of a transcontinental railroad or of 
the fixed plant of a new giant industry, the decline of major industries 
due to technological developments, disturbances to world trade arising 
from political interferences, or, as is commonly the case, an abnormal 
expansion in the means of production as a whole—^the outlook for 
making profits becomes gloomy, pessimism cumulates among business 
men, less of the available credit is utilized, less money is paid out to the 
community, the volume of spendable funds actively functioning in 
the market is diminished, and a vicious spiral of deflation is started. 

In consequence of the world-wide depression, more than ever before 
the price system has been brought to the bar of judgment and is being 
widely challenged. We know from the work of Wicksell, Mises, Keynes, 
Hayek and others, that fluctuations in the money income of the com¬ 
munity come about chiefly through the rise and fall of investment. The 
fluctuations of investment, we know from Wicksell, varies on the one 
side from changes in the prospective rate of profit, due in large part to 
technological developments, and on the other side from changes in 
the market rate of interest. If violent changes are taking place in these 
factors, enormous fluctuations may occur in the output of capital goods 
and in the money income of the community; and this is likely to bring 
about profound changes in the price level in the internal price structure, 
and thence, in turn, in the prospective rate of profit, so that this set of 
reactions once started tends to develop a cumulative process of economic 
instability. 

The banker-producer bottle-neck is the vital point in the modem 
price structure. It was the hope of Wicksell, and more recently of 
Keynes, that unfavourable developments in the real phenomena could 
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be offset by a vigorous counteracting monetary policy. If the pro¬ 
spective rate of profit were falling, it was thought that by making the 
terms of lending more favourable, the bottle-neck would not be con¬ 
tracted, and producer credit could be made to continue to flow out to 
the community at an undiminished rate. 

The stability of investment is, however, under modern conditions 
rendered extraordinarily difficult as a result of : (i) such rapid shifts 
in industry as those of the last decade,* and (2) such violent disturb¬ 
ances in the international field as have arisen, for example, from the 
post-war erratic movements of capital. 

The latter is, to be sure, a direct consequence of the Great War, 
and abnormal developments of this character might with some assurance 
be discounted in the future could we have any guarantee of universal 
world peace. Since this is, however, by no means certain, it is encumbent 
to inquire how the price system has operated under the impact of war 
and post-war influences, particularly those which have resulted in 
extreme variations in the balance of payments of debtor countries. 

It is generally agreed that one of the major factors which brought 
about the drastic curtailment of the effective money supply (and, 
hence, the deflation of prices) in the last three years had its origin in the 
sudden cessation of the abnormal volume of foreign lending artificially 
stimulated by (i) post-war tariffs, (2) the erection of petty states, 
(3) debt liberating inflation movements, and (4) the post-war accumu¬ 
lated need for constructional activities of all sorts. 

Roads, public works, factories, residences, apartments, office build¬ 
ings, and public utilities were being erected in all parts of the world, 
stimulated by the abnormal influences traceable to the war. When the 
abnormal volume of foreign lending ceased, the gap in the balance of 
payments in debtor countries occasioned a heavy drain of gold, a 
contraction of credit, a dumping of exports from the debtor countries 
upon world markets and a closing of the markets of debtor countries 
to world trade. All this exerted a heavy downward pressure upon world 
prices and seriously disrupted the international industrial balance. 

The disaster confronting international goods industries spread in a 
cumulative process to related industries until the general state of con¬ 
fidence was shattered. Under these circumstances the presence in the 
creditor nations of large gold stocks and an abundant supply of available 
bank credit did not avail. 

* Sec F. C. Mills’s Economic Tendencies^ National Bureau of Economic Research, 
1932. 
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In the face of such demoralization—^whether occasioned by rapid 
changes in technology or by political disturbances affecting the industrial 
intercourse of nations—^the confidence of business men is likely to be 
so seriously disturbed, the prospect of a reasonable rate of profits is 
made so gloomy, that investment can simply not be stimulated by central 
bank action. And this was all the more the case in the current depression 
owing to the fact that the central banks throughout the world were in 
large part paralysed by unbalanced budgets and the cloud of new 
governmental issues hanging over the capital markets. 

It was Wicksell’s view that the rate of investment (and therefore the 
effective volume of monetary purchasing power) could be stabilized 
through counteracting the changes in the prospective rate of profit 
by means of artificially induced changes in the rate of interest. It appears 
from the events of the last decade, however, that the shocks, to which 
modern capitalism is subject, are so great that the gloomy outlook for 
profit-making occasioned thereby cannot be effectively overcome by 
central bank action. The flow of purchasing power is dammed up 
before it reaches the consumer, since the entrepreneur has not sufficient 
confidence in the future to utilize the available credit resources. 

Supplementary to monetary measures aimed at counteracting the 
loss of business confidence occasioned mainly by non-monetary dis¬ 
turbances are the inevitable pressures upon costs forced tardily, but 
eventually, by unemployment and hard times. Historically this, indeed, 
is the essential process by which confidence is restored. It is a common 
fallacy—one which has seriously delayed revival in the current world 
depression—that cost reduction merely has the effect of causing a 
further fall in prices, and so an endless spiral of deflation. This view, 
so widely held by the business community and the general public, rests 
upon a wholly wrong understanding of the functioning of the modern 
credit structure and a lack of knowledge of past experience. With a 
drastic fall in costs, the entrepreneur again begins to feel solid ground 
under him. Courage to carry on is restored, stocks of commodities 
are liquidated in smaller volume, some new purchases are made, and 
so the commodity market is improved. It is just the drastic readjust¬ 
ment of costs that operates powerfully to restore confidence and tends 
to stop the decline in selling prices. 

But if the disturbing forces of technology and war are on the increase, 
if the development of specialization and large-scale units makes the 
industrial system more sensitive to change, if the growing weight of 
taxes and fixed costs together with the increasing rigidity of the cost 
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structure (vide railroad rates, public utility rates, steel rails, union 
wage rates, and the like) makes the economic mechanism less adaptable 
to change, it is clear that the recuperative powers of private enterprise 
are weakened at the same time that they must fight against greater odds. 
Under these menacing conditions it may well be that a vicious spiral 
of deflation can be stopped from developing into a collapse, neither by 
the time honoured device of cost reduction, nor yet by the newer policy 
of combating deflation by appropriate bank action. These methods 
are either not powerful enough or they operate too slowly. At the same 
time the public, far more impatient than formerly, demands quick 
results. The banker-producer credit mechanism appears no longer 
adequate to provide a reasonably steady flow of spendable funds. 
There is, accordingly, a growing insistence that purchasing power 
must be transmitted to the community through some other channel. 

It has been urged, therefore, that the purchasing power of the 
community should be maintained by tapping another faucet—one 
which connects bank credit directly with consumers without the 
intermediary of the producer.* Instead of making consumer pur¬ 
chasing power wholly dependent upon the action of entrepreneurs, 
it is proposed to invert the relationship—at least in times of emergency 
—and control producer optimism through the maintenance, by direct 
methods, of the volume of spendable funds. 

In consequence of this striving for stability of purchasing power, 
however, forces have been set in motion which tend, unfortunately, to 
intensify the instability of the price structure for capital goods. It is 
sought, for example, to achieve stabilization of consumer income by 
building up reserves in good times to be drawn upon and distributed 
in periods of depression. 

The first important development in this direction was the accumu¬ 
lation of corporate reserves intended to insure stability of dividend 
payments to stockholders. This development is of comparatively recent 
date, but by now has assumed huge proportions, and has profoundly 
influenced the capital market in the direction of greater instability. 

Profits are not distributed in large part in periods of prosperity, but 
are pumped into the capital market, thereby stimulating an abnormal 
development of capital formation. And in periods of depression the 
invested reserves are dumped on the capital market in order to supply 

* For a discussion and critique of Hayek’s views on this problem, see the 
article by Alvin H. Hansen and Herbert Tout entitled Investment and Saving 
in Business Cycle Theory, Econometrica, April 1933. 
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the cash needed for dividend payments. Thus the effort to stabilize 
the incomes of dividend receivers has the effect of tending to lower the 
capital market rate in times of prosperity and raising the capital market 
rate in times of depression. This has the effect of stimulating invest¬ 
ment unduly during the boom and retarding the return of investment 
during the depression phase. In other words, the effort to stabilize 
the incomes of stockholders affects the market rate of interest in a 
manner precisely opposite to that which Wicksell has so clearly shown 
is needed to secure stabilization of income and of the price level. The 
policy of modern corporations, therefore, works directly counter to what 
has by now come to be generally regarded as sound banking policy. 

We are now entering a period when other reserves similar in character 
to dividend reserves are being widely agitated and already in large part 
adopted. I refer to the accumulation of unemployment reserves in good 
times to be paid out in benefits to the unemployed in periods of depres¬ 
sion, and to public finance budgetary arrangements which are intended 
to make possible the postponement of large public works programmes 
to periods of depression. It makes no difference, from the standpoint 
of the argument in hand, whether such budgeting of public works is 
made possible by the accumulation of prosperity rcserv^es to be ex¬ 
pended in constructional programmes in periods of unemployment, 
or whether the public works are financed in the depression period by 
an issue of public bonds to be redeemed in the succeeding period of 
prosperity. In either event the effect upon the capital market is the 
same; the rate of interest is artificially reduced in times of prosperity 
and artificially raised in times of depression. The effect is to stimulate 
private investment unduly in the boom period and to retard it in the 
depression. It is of course always possible that central bank action may 
counteract this tendency. 

These gigantic reserves could, however, become in effect rivals of 
the central banks if, through them, a deliberate effort were made to 
control the rate of interest and the money and capital markets. This 
becomes all the clearer if we follow out the implications of a specific 
suggestion, made by certain proponents of these stabilization schemes, 
for the transfer of purchasing power from prosperity to depression. It 
has been suggested that those who manage these reserves—^whether 
dividend reserves, unemployment reserves, or public works reserves— 
should build up, in the prosperity phase, a considerable proportion 
of the accumulations in the form of cash, thereby withdrawing funds 
from the banking system and putting a damper on the boom. These 
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cash reserves would later, when depression came, be put directly into 
active circulation. Cash thus paid out would rapidly accumulate in 
the reserves of the banks and furnish a powerful stimulus for bank 
credit expansion. It can easily be seen that the reserves in question are 
of such gigantic proportions that central bank policy would be largely 
at the mercy of those in control of these stabilization reserves. And to 
make matters worse it would be difficult to secure any sort of centraliza¬ 
tion of corporate dividend reserves, state unemployment reserves (in a 
federal government such as the United States of America), or the public 
works reserves of hundreds of different governmental units. This 
situation presents a challenge to central bank control and endangers 
the effectiveness of central bank policy along the lines envisaged by 
Wicksell. 

Moreover, any effort to get spendable funds to the community 
through a programme of public works, and the like, on a sufficient 
scale to cope adequately with a major depression, would necessarily 
make serious inroads on the system of private enterprise. The Govern¬ 
ment of the United States has felt it necessary, during the current 
depression, to make a ‘‘blood transfusion,'’ so to speak (vide the Recon¬ 
struction Finance Corporation and related institutions), in an effort to 
revive an organism which appeared to lack self-recuperative powers. 
Under the guise of resuscitating private enterprise, the economic 
order is in process of being transmuted into state socialism. 

Another suggestion of theoretical interest, though probably of no 
practical significance, is to subsidize employment. The Government 
would pay a certain proportion of each pay-roll, the funds being 
obtained through an expansion of central bank credit. Such a subsidy 
would permit a general nation-wide reduction in the cost of labour 
to the employer without causing any reduction in the wages received 
by the employee. Since it is probable that the elasticity of the demand 
for labour is greater than unity,* it is likely that a subsidy equal to 5 % 
of the pay-roll (amounting to a 5 % nation-wide reduction in labour 
cost) would have an enormous influence on employment. Particularly 
would this be the case under a double-acting system such as that here 
proposed—one which would at once reduce labour costs and yet 
maintain labour earnings.f In contrast, in the current depression, 

* See the writer’s Economic Stabilization in an Unbalanced Worlds pp. 181-82. 
Harcourt, Brace & Co., 1932. 

t A subsidy of 5 % of the total pay-roll of all private employees in the 
year 1930 would have cost the federal government 1-7 billion dollars. 
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every reduction in wage rates has been accompanied by a contraction 
of purchasing power. The reduction in labour cost has thus been 
nominal rather than real. While wage rates, in the United States, have 
fallen by some 20%, the total purchasing power has fallen by over 
60 % and wholesale prices by nearly 40 %. 

In the post-war period governments have at times subsidized private 
enterprise in an effort to stimulate employment. In the United States 
it has been proposed that the federal government should guarantee the 
out-of-pocket losses of industries which resumed production for stock 
in the hope that increased employment would increase the demand for 
the stocks produced. Colonel M. C. Rorty* has suggested a govern¬ 
ment subsidy to stimulate private construction whenever constructional 
activities had fallen 10 to 25 % below the normal level. Such subsidies, 
he argues, should be awarded to those private bidders who would 
accept, as bonuses, the lowest percentages of certified outlays for wages 
and materials. The lowest bidder might, for example, offer to undertake 
a piece of construction if the government would grant a subsidy of 
20 % of the total payments for wages and materials. 

These proposals are, however, in danger of stimulating production 
or construction unduly in special industries in a manner out of line 
with the ultimate requirements of the market, since subsidies of this 
character would stimulate production in advance of known demand. 
Very serious maladjustments are likely to follow therefrom. The pay¬ 
roll subsidy is less subject to this criticism, since production would 
be stimulated in such directions as the price system would indicate 
to be the most profitable. Moreover, it offers less danger of abnormal 
shifts in demand, since the subsidy would be distributed to industry 
as a whole in direct porportion to pay-rolls. Special subsidies applicable 
to a limited section of industry, or even a large programme of public 
works, are likely to cause such violent shifts in demand as to create new 
maladjustments. 

The aim of all monetary programmes of stabilization—no matter 
how diverse in detail—is to prevent violent fluctuations in the effective 
money supply (MV).f Hayek would keep the effective means of payment 
constant (more accurately speaking, neutral^ but for our purposes the 
difference is not material). Haberler would keep the per capita income 
constant, while Snyder and Edie would provide for a continued 
expansion, in the circulating media, of 3 or 4 % per annum, or such 

• Harvard Business Review^ April 1932. 

t Money, of course, as here used includes deposit currency. 
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rate as would be appropriate to the secular increase in productivity. 
Even Hayck’s proposal, which contemplates a falling price level in a 
progressive society, calls for the maintenance of total purchasing power, 
while Haberler demands that the average rate of earnings of the factors 
of production shall be maintained. Applying the general principle to 
the most important factor of production, namely, labour (wages and 
salaries absorb 55 % of the total income in the United States), Hayek’s 
proposal, broadly speaking, requires the maintenance of the total pay¬ 
roll, while Haberler’s requires the maintenance of average earnings. 

It may of course be admitted at once that all programmes of 
stabilization should concentrate on the prevention of the boom, hoping 
thereby to forestall maladjustments and thus stave off, as far as may be, 
the depression. But with the best of intentions and institutional control 
we can be certain that maladjustments, in a progressive society, will 
nevertheless develop in greater or lesser degree. No student of Pro¬ 
fessor CasseEs works is likely to forget the intimate connection between 
instability and progress. 

How to prevent past maladjustments, however caused, from running 
riot and developing into a cumulative spiral of deflation—this is the 
problem to which I wish to direct attention. We must recognize that 
while every effort needs to be directed 2ig2,m^t prevention y we must also 
learn, if possible, to check the spread of the disease, once the patient is 
affected. Instead of permitting the disturbances in special branches of 
industry to spread to the whole economy like a deadly poison, they 
should, as far as possible, be localized. A new balance could be built 
up through the maintenance of the totality of monetary purchasing 
power without passing through a general deflation. The adjustments 
that would have to be made before a new equilibrium could be reached 
would be facilitated through the stimulus given in this manner to the 
rapid development of those industries the expansion of which is called 
for by the new conditions. It is a common fallacy of many economists 
to suppose that deflation is the necessary medium through which the 
new balance is reached. What is needed is a transfer of factors, and this 
can most speedily be effected by safeguarding the general purchasing 
power. 

Business enterprises cannot be responsible for the maintenance of 
purchasing power. Self-preservation and continuance of private enter¬ 
prise demands that they must look to the profit margin. It is gradually 
coming to be recognized, however, that it is a responsibility of the 
central banks to prevent, as far as possible, a general collapse of pur- 
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chasing power.* Yet it is doubtful, as w^e have seen, if they can perform 
this function alone, without the aid of the government. It may be that 
we have reached a stage in the development of modern industry in 
which free enterprise and the price system cannot continue to function 
unless the government, in co-operation with the central bank, safe¬ 
guards the maintenance of purchasing power as a whole. Without this, 
in a state of general collapse of producer confidence, each entrepreneur 
in self-defence contracts his operations—a policy which, if pursued by 
all, is suicidal to the general economy. This is the lesson of the vicious 
spiral of deflation which we have witnessed in the last three years. 

It is becoming a serious question whether governments can escape 
the dilemma either of undertaking the maintenance of total purchasing 
power (leaving private initiative to carry on the great bulk of economic 
activities) or else of taking over the operation of all enterprise itself. 

What is needed is the guarantee that industry as a whole shall not 
suffer losses by reason of what Keynes calls “induced changes,” or, as 
I should say, those changes arising from the failure of the Currency 
Authority to maintain purchasing power. This does not mean to guaran¬ 
tee each individual business against loss. If this were done, it would 
spell the end of the system of private enterprise, the very essence of 
which is that each business must undertake the risks involved, win 
profits if possible, but assume the losses if any are incurred. If the 
government guaranteed each business against loss it would of necessity 
have to assume control of management. If, however, the total purchasing 
power of the community could be maintained, though individual 
businesses would suffer losses, profits would not disappear en masse 
in the whole system. 

Unfortunately, any proposal directed to this end is fraught with 
economic difficulties, and, frequently, political dangers, particularly in 
modern democracies which have so often demonstrated a lack of 
capacity in self-control. But whether we turn to a planned economy 
(capitalistic, socialistic, or communistic) or to a regulated price system, 
a high order of political wisdom and efficiency is absolutely essential to 
success. 

* Cf. Gustav Cassel, The Crisis in the World's Monetary System, Clarendon 
Press, Oxford, 1932. 
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DIE INNERE GESCHLOSSENHEIT DES 
WIRTSCHAFTSPOLITISCHEN SYSTEMS 


SVEN HELANDER, Hindenburg-Hochschule, Nurnberg 

Unsere Fragestellung nach der inneren Geschlossenheit des wirt- 
schaftspolitischen Systems ist eine zentrale Frage jeder Theorie der 
Wirtschaftspolitik, deren innere Konsequenz wir priifen wollen. Die 
praktische Wirtschaftspolitik ist alles andere als konsequent—in dem 
Streit der Interessenten werden Kompromisse geschlossen, die von 
neuen Kompromissen gefolgt werden. Wir priifen eine nach wirt- 
schaftlichrationalen Gesichtspunkten aufgebaute Wirtschaftspolitik, 
deren Gestaltung wir an anderer Stelle naher geschildert haben.* 

Was bedeutet nun die Frage nach der inneren Geschlossenheit 
des wirtschaftspolitischen Systems? Zwei verschiedene Moglichkeiten 
liegen vor, diese Frage zu deuten, auf deren kritische Priifung wir 
spater naher eingehen. 

(1) Man kann als die grundlegendste Frage von dem wirtschafts¬ 
politischen Ziel ausgehen, und unter diesem Aspekt die innere Konse¬ 
quenz des Systems priifen. Sehr oft wird man finden, dass in dem 
wirtschaftspolitischen System mehrere Ziele um die Vorherrschaft 
kiimpfen, deren Vereinbarkeit dann kritisch gepriift werden muss. 

Wir priifen in diesem Falle gewissermassen synthetisch—die 
Einheit, von oben her betrachtet. 

(2) Wir konnen auch den inneren Aufbau in seinem gegenseitigen 
Verhaltnis priifen, die angewandten Mittel mit den erzielten 
Wirkungen vergleichen, untersuchen, inwiefern ein Mittel, auf einem 
Sondergebiet angewandt, logischerweise auf andere Sondergebiete 
iibertragen werden muss, wobei wir sehr leicht zu den Sonder- 
problemen einzelner, konkreter Volkswirtschaften gelangen werden, 
um solche Probleme iiberhaupt priifen zu konnen. Wir konnen diese 
Art von Untersuchung dann auch als die analytische, gegeniiber der 
vorhin genannten synthetischen, bezeichnen. 

I. DIE INNERE GESCHLOSSENHEIT DES WIRTSCHAFTSPOLITISCHEN SYSTEMS 
NACH DEM WIRTSCHAFTSPOLITISCHEN ZIELE BEURTEILT 

Wir haben hier die logisch einheitlichere Aufgabe voruns. JedesLehr- 
buch der wirtschaftspolitischen Lehrmeinungen unterrichtet uns iiber 
* S. Helander, Rationale Grundlagen der Wirtschaftspolitik^ Nurnberg, 1933. 
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verschiedene wirtschaftspolitische Ziele und es handelt sich nur um 
die konsequente Durchfiihrung dieses Zieles bis in die wirtschafts- 
politischen Details. Wir haben ferner ein besonders dankbares Objekt 
praktischer Kritik—die volkswirtschaftliche Verbramung privater 
Interessentenpolitik, die praktischen Kompromisse zwischen verschie- 
denen Interessen, die Fortfuhrung alter wirtschaftspolitischer Kom¬ 
promisse und deren Verschmelzung mit neuer Interessentenpolitik 
fordern zur Kritik heraus. Diese Kritik kann praktisch ausserst wichtig 
sein, und nur allzuleicht versuchen machtige Privatinteressen jene 
Kritik der Wissenschaft totzuschweigen oder sich iiber sie hinweg- 
zusetzen. Freilich ist die Kritik infolge wirtschaftspolitischer 
Beschranktheit oft iiber die sachlich erlaubtc Grenze hinausgegangen, 
wenn sie alle Wirtschaftspolitik als lauter Interessentenpolitik kenn- 
zeichnete. Ja sogar den extremen Fall angenommen, das wiirde fiir 
eine bestimmte Volkswirtschaft praktisch zutreffen, so bedeutet das 
keinen Beweis dafiir, dass immer und uberall positive Wirtschafts¬ 
politik wirklich nur Interessentenpolitik sein miisste. Das andert 
jedoch nichts an unserer Feststellung, dass der durch Privatinteressen 
ungebundene Gelehrte vor allem berufen ist, hier Kritik zu iiben: 
er kann den grossen Staatsmann, der die Wirtschaftspolitik eines 
ganzen Landes zu beeinflussen versteht, kritisieren, denn dessen 
Gedankenkraft, Konsequenz und Vielseitigkeit muss in dem praktisch 
Erreichten ihren Niederschlag finden. 

Fiir die Theorie der Wirtschaftspolitik besonders interessant sind 
nun jene Falle, bei denen zwei verschiedene — wie wir annehmen 
wollen: innerlich je fiir sich konsequente — wirtschaftspolitische 
Systeme um die praktische Vorherrschaft kampfen. Jene Systeme haben 
verschiedene Methoden, das wirtschaftlich Wertvolle zu beurteilen. 
Jedes fremde wirtschaftspolitische System bedeutet nun, dass das 
eigentlich vorherrschende wirtschaftspolitische System nicht Gele- 
genheit bekommt, dasjenige Optimum zu erreichen, das sonst moglich 
ware. Wenn wir nach dem leitenden Wertprinzip des betreffenden 
wirtschaftspolitischen Systems fragen, so kann das etwas zugespitzt 
so ausgedriickt werden, dass die Recheneinheit, die zur Beurteilung 
des wirtschaftspolitisch Erreichten angewandt wird, verschieden ist. 
Damit ist selbstverstandlich, dass in einer Recheneinheit gerechnet, 
das Optimum unerreichbar wird. Die Kritik der inneren Geschlos- 
senheit des wirtschaftspolitischen Systems erhSlt somit sowohl 
theoretische wie praktische Bedeutung. 

Wenn also in einem Lande ein Wirtschaftssystem nicht vollst^dig 
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durchgefiihrt ist, ist es selbstverstandlich, dass eine einheitlich gefiihrte 
Wirtschaftspolitik wichtige Aufgaben vorfinden muss, und, von ihrem 
Wertsystem betrachtet, zu einer Steigerung des wirtschaftlichen Resul- 
tates beitragen kann. Ist z. B. das kapitalistische Wirtschaftssystem nur 
unvollstandig durchgefiihrt, so fehlt die grundlegende Voraussetzung 
des Wirtschaftsliberalismus, dass die Menschen kapitalistisch handeln, 
und seine, was die aktive Wirtschaftspolitik des Staates angeht, 
negativen Schlussfolgerungen miissen, der logischen Konstruktion 
entsprechend, hinfallig werden. Eine solche kapitalistische Wirt¬ 
schaftspolitik kann dann das Wirtschaftsleben “erziehen,” Vieles, was 
eine solche Erziehungspolitik zu erreichen im Stande ist, konnte 
vielleicht auch durch die Initiative des Einzelnen erreicht werden—aber 
wenn diese Initiative nicht stark genug oder nicht andauernd genug ist 
Oder gar fehlt, muss die Wirtschaftspolitik jene Aufgaben iibernehmen. 

Als logischen Parallelfall, trotz des ganz verschiedenen wirt¬ 
schaftlichen Inhalts, kann z. B. auf die sogenannte Wirtschafts- 
demokratie verwiesen werden als einer Art von Erziehungspolitik 
fiir den sozialistischen Staat. Wenn das Organisationsprinzip eines 
solchen Staates die Alleinherrschaft der Arbeit ist, so wird durch die 
sogenannte Wirtschaftsdemokratie die Lcitung des Wirtschaftslebens 
durch die Arbeiter auf diesem Wege angebahnt und zwar mit Hilfe 
der staatlichen Wirtschaftspolitik, da dies nicht von selbst in einem 
kapitalistischen Staat entsteht.* Vom Standpunkt der Arbeits- 
wertrechnung der sozialistischen Wirtschaftspolitik, deren Berech- 
tigung wir damit keineswegs an sich akzeptieren, sondern nur 
interpretierend voraussetzen, steigt damit der Wert des gesamten 
Sozialproduktes, sodass die Wirtschaftspolitik unter der genannten 
Voraussetzung als erfolgreich gekennzeichnet werden kann. Gleichzeitig 
ist, nach der kapitalistischen Marktrechnung, weniger produziert 
worden, der Misserfolg der Wirtschaftspolitik ist ofFensichtlich. Zwei 
einander entgegengesetzte wirtschaftliche Zielrichtungen fiihren zu 
verschiedenartiger Beurteilung eines und desselben wirtschaftlichen 
Vorganges. Eine Wirtschaftspolitik, in der solche verschiedenartigen 
wirtschaftspolitischen Systeme ihren praktischen Niederschlag finden, 
moge von verschiedenen wirtschaftlichen Gesichtspunkten verschieden 
gewertet werden; dass hier keine systematische Einheitlichkeit vorliegt, 
ist ofFensichtlich, die gefiihrte Wirtschaftspolitik ist widerspruchsvoll. 

Nun entstehen aber auch solche Falle, bei denen der Kritiker 
einfach vor der UneinheitHchkeit der Wirtschaftspolitik resignieren 
• B. Rauecker, Wirtschaftsdemokratie, Berlin, 1929, p. 54 f. 
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muss. In den Kulturvorstellungen der Menschen bestehen Wider- 
spriiche, liber die sie praktisch nicht hinwegkommen, die in ihrer 
ganzen Widerspruchsfiille als Tatsachen einfach akzeptiert werden 
miissen.* Obwohl wir z. B. die menschliche Arbeitskraft nur als einen 
unter vielen Produktionsfaktoren des Marktes betrachten, die unter 
sich substituierbar sind und also bei einer gewissen Preishohe keine 
Verwendung finden, so weigern wir uns, diese menschliche Arbeitskraft 
nur aussterben zu lassen. Sogar bei einer Preisgestaltung des Marktes, 
die das Verhungern gewisser Menschen als wirtschaftlich rational 
ergeben wiirde, heben wir den Menschen als Trager hoherer Werte 
heraus und ziehen auch die Konsequenzen hieraus fiir die Unterhaltung 
solcher Menschen auch dann, wenn wirtschaftliche Griinde hierfiir 
nicht mehr angefiihrt werden konnen, ja, es konnen in gewissen Fallen 
sogar wirtschaftliche Griinde dagegen angefiihrt werden.f Wir wissen, 
dass auf solche tJberlegungen hin grosse Teile der Sozialpolitik einen 
Ausbau erfahren haben, wie er durch rein wirtschaftliche Uberlegungen 
absolut nicht denkbar gewesen ware. Wir sprechen dabei nicht von 
den als Ubertreibungen erkannten Teilen der Sozialpolitik, sondern 
von den Teilen, die gewissermassen ausserhalb der Debatte stehen, 
als selbstverstandliche Teile des Schutzes “alles dessen, was Menschen- 
antlitz tragt*’ betrachtet werden, etwa Schutz vor dem Hungertode 
fiir Erwerbslose auch in einem solchem Umfange, wie er auch mit 
Rucksicht auf spatere Verwendungsmoglichkeit wirtschaftlich nicht 
mehr begriindet werden kann. Hier entsteht ein offenbarer Widerspruch 
in der Zielsetzung: einmal das wirtschaftliche Ziel, das mit Rucksicht 
auf billige Kosten und grossen Nutzen giinstigste Wirtschaftsresultat 
erzielen will, was im Grenzfall auch ein Verhungern der dauernd 
wirtschaftlich nicht verwendungsfahigen Arbeitskraft gestatten wiirde, 
sodann aber die Unterhaltung von Arbeitern unabhangig davon,ob diese 
jetzt Oder in absehbarer Zukunft iiberhaupt beschaftigt werden konnen. 
Dieses Problem darf nicht als eine Spezialfrage nur der Sozial¬ 
politik angesehen werden. Wenn in dem ausbalanzierten System der 
inneren Verbundenheit der Theorie des ganzen Wirtschaftslebens der 
Fremdkorper einer einzigen nicht-wirtschaftlich bestimmten Ausnahme 
vorkommt, so beeinflusst der nicht funktional beeinflusste Faktor das 
ganze, im iibrigen gegenseitig gebundene Funktionalsystem. Eine 
handelspolitische Massnahme, die rein-wirtschaftlich unrational ist, 

• J. N. Keynes, The Scope and Method of Political Economy^ 4th ed., London, 
1917, P. 61. 

f A. C. Pigou, The Economics of Welfare, 3rd ed., London, 1929, p. 727. 
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kann z. B. diskutabel werden im Vergleich mit der nicht wirtschaftlich 
bestimmten Sozialpolitik. Ja, dieser noli-me-tangere-Standpunkt der 
Wirtschaftspolitik muss — riicksichtslose Konsequenz vorausgesetzt — 
schliesslich zu einer Umgestaltung der gesamten Wirtschaftspolitik 
fiihren, wobei das geringere, nunmehr erreichbare Wirtschaftsresultat 
nach wirtschaftlichen Proportionalitatsgesetzen samtliche Teile der 
Volkswirtschaft in ihrer Ergiebigkeit vorbelastet. 

Wir konnen zu derselben Erkenntnis in einem verwandten Fall 
gelangen. Mann kann, weil sonst z. B. eine Revolution drohte, die viel 
grossere Werte verlorengehen lassen wiirde, eine wirtschaftspolitische 
Massnahme durchfiihren, die sich rein wirtschaftlich nur verteidigen 
Hesse als das kleinere Ubel * Es werden z. B. mit solcher Begriindung 
sozialpolitische Massnahmen vorgenommen, die die indirekten Lohn- 
kosten wesentlich erhohen, und zwar iiber das fur diese Volkswirt¬ 
schaft rational begriindete Mass hinaus. Die bekannten Folgen treten 
ein: Mehrverwendung von Kapital und Zinserhohung; Weniger- 
verwendung von Arbeitskraft und Arbeitslosigkeit etc. Manchmal 
versucht man dann in der Wirtschaftspolitik so zu tun, als ob die 
storende Ursache nicht da ware, und verlangt im iibrigen die 
‘‘natiirliche Marktlage.” Man wird dabei immer wieder neue Enttausch- 
ungen erleben. Es muss vielmehr die Quasi-Revolutionssteuer nach 
allgemeiner tlberwalzungslehre auf die Gesamtheit der Volkswirtschaft 
iibertragen werden. Diesen Uberwalzungsprozess kann die Wirt¬ 
schaftspolitik beeinflussen, nach gewissen Richtungen hin erleichtern, 
nach anderen erschweren, aber weiter erstreckt sich ihre Beeinflussungs- 
kraft nicht. Sie kann also nicht eine vielleicht widerwillig durchgefiihrte 
Massnahme wegleugnen, so tun, als ob der freie Markt weiter existierte. 

Nun gibt es aber in jeder staatlichen Wirtschaftspolitik einen 
grundsatzlichen Widerspruch zwischen der Vorrangstellung des Staates 
und der der Wirtschaft. Innerhalb gewisser Grenzen braucht ein solcher 
Widerspruch nicht zu entstehen, aber es konnen die Lebensnot- 
wendigkeiten des Staates so entscheidend werden, dass die wirt¬ 
schaftlichen Ziclsetzungen demgegeniiber zuriicktreten miissen. Jede 
solche Beriicksichtigung hebt die Geschlossenheit des wirtschafts- 
politischen Systems auf.f Je starker solche Riicksichten praktisch 

* H. Sidgwick, The Principles of Political Economy, London, 1883, p. 425. 
t Nur eines der beriihmtesten Beispiele ist die Charakterisiening der Naviga- 
tionsakte durch Adam Smith als, “perhaps the wisest of all the commercial 
regulations in England.” A. Smith, An Inquiry into the Nature and Causes of 
the Wealth of Nations, Basel, 1801, ii, p. 287. Vgl. J. Bonar, Philosophy and 
Political Economy, 3rd ed., London, 1922, p. 177. 
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hervortreten, desto unmoglicher wird es, die Geschlossenheit des 
wirtschaftspolitischen Systems zu venvirklichen. Ja, die Geschlossenheit 
reduziert sich praktisch auf eine Konformitat mit den Aufgaben, die 
sich aus der jeweiligen wirtschaftlichen und politischen Situation 
ergeben. Das sind Modifikationen, die uns praktisch bekannt sind, 
z. B. in der Form der Vorbereitung des Wirtschaftslebens fiir den 
Kriegsfall, besonderer Staatsaufgaben zum Schutze politisch gefahrdeter 
Grenzgebiete, des wirtschaftlichen Aneinanderschmiedens der verschie- 
denen Teile des Staatsgebietes etc. Je politisch gefahrdeter ein Staat 
ist, desto mehr treten dann jene wirtschaftlichen Formen der Staats- 
politik hervor, und diese Zielsetzung muss dann die rein wirtschaftliche 
Zielsetzung zuriickdammen: Der Widerspruch in der Zielsetzung der 
Wirtschaftspolitik wird ofFensichtlich. Dass es sich um praktisch 
garnicht zu vermeidende Widerspriiche handeln kann, andert an der 
grundsatzlichen Feststellung und an den praktischen Auswirkungen 
nicht das Geringste. 

II. DIE INNERE GESCHLOSSENHEIT DES WIRTSCHAFTSPOLITISCHEN SYSTEMS 
NACH DEM INNEREN AUFBAU DES SYSTEMS BEURTEILT 

Fine Diskussion iiber irgendwelche Mittel allein fiir sich ohne jede 
Bezugnahme auf das mit diesen Mitteln erstrebte Ziel, ist logisch 
nicht mdglich. Dies heisst nicht, dass eine solche Diskussion nicht 
recht oft vorkommen kdnnte, ja, vielleicht besonders in der Wirt¬ 
schaftspolitik gar nicht selten ist. Man diskutiert dariiber, ob eine 
Subvention gegeben werden soli, eine Frachtermassigung bewilligt 
werden soil, ein Zoll eingefiihrt werden soli, etc.. Dabei ist das Mittel 
an sich vollkommen gleichgiiltig; nur das zu Erreichende kann 
grundsatzlich diskutiert werden. Unsere Frage nach der Geschlossenheit 
im inneren Aufbau des wirtschaftspolitischen Systems greift deshalb 
notwendig iiber die Detailfragen hinaus. 

Mit welcher Inkonsequenz gewisse wirtschaftspolitische Mittel auf 
einem Spezialgebiet akzeptiert werden, auf anderen nicht, kann immer 
WTeder beobachtet werden. Teilweise kann es die Arbeitsteilung unter 
den verschiedenen Spezialgebieten der ausgedehnten nationalokono- 
mischen Wissenschaft sein, die zu solchen praktischen Inkonsequenzen 
gefiihrt hat: man folgt dem Rat des einen Spezialisten, was an sich 
auch Folgen fiir andere Teile des Wirtschaftslebens haben miisste, 
wo man aber den Ratschlagen anderer Spezialisten folgt, wobei das 
Gesamtresultat hochst widerspruchsvoll werden kann. 
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Daneben konnen es aber Widerspriiche zwischen den angewandten 
Mitteln sein,die vollkommen beabsichtigt sind. Mit Rechtwendet sich 
hiergegen Gustav Cassel 

“Wenn der Staat einc Veraiitwortlichkeit fiir die Wohlfahrt seiner 
schwachsten Burger auf sich nimmt und den Schutz derselben gegen 
soziale Schadlichkeiten auf sein Programm setzt, so ist es nur natlirlich, 
dass diese Erweiterung der Aufgabe dcs Staates auch auf die Gestaltung 
seiner Handelspolitik einen Einfluss haben kann. . . . Einen scharfen 
Unterschied zwischen handelspolitischen und sozialpolitischcn Mass- 
nahmen, wie man ihn in der Politik gern aufrechtzuerhalten sucht, 
gibt es in Wirklichkeit nicht.” 

Diese Auffassung wird allcrdings in der Literatur bestritten, so 
von einem der scharfsinnigsten jiingeren Freihandelstheoretiker in 
Deutschland Ropke,f der die Sozialpolitik als eine Ausnahme von 
der ubrigen Wirtschaftspolitik betrachten mochte und die Verwendung 
ahnlicher staatlicher Eingriffe in der Handelspolitik ablehnt. Die 
Sozialpolitik will namlich nur den Schutz derjenigen Klasse, die, weil 
sie von der dauernden Verwcrtung ihrer blossen Arbeitskraft lebt, 
als die schwachste und schutzbediirftigste anerkannt wird. Die 
Schutzzollpolitik sei dagegen in aller Regel eine Priviligierung einiger 
Gruppen von Produzenten, von dcnen oft gerade die starksten durch 
ihren wirtschaftlichen und politischen Einfluss ein Hochstmass 
staatlicher Fiirsorge durchzusetzen vermogen. 

Uns tiberzeugt diese Kritik Ropkes nicht, da er sich eine Handels¬ 
politik als Gegenstand der Kritik aussucht, die nur Interessentenpolitik 
ist, wahrend sich eine grundsatzliche Kritik gegen diejenige Handels¬ 
politik rich ten miisste, die aus volkswirtschaftlichen Erwagungen heraus 
durchgefiihrt wurde.J Hierbei gehen die Beziehungen zwischen 
Handelspolitik und Sozialpolitik so dicht hin und her, dass es nicht 
moglich ist, eine derartige Isolierung, wie sie Ropke wiinscht, vor- 

* G. Cassel, Theoretische Soztaldkonomie, 5. Aufl., Leipzig, 1932, p. 603. 
t W. R6pke, Liber ale Handelspolitik^ in G. Briefs, Die Wandhmgen der Wirt- 
schaft im kapitalistischen Zeitalter, Berlin-Griinew^ald, 1931, pp. 211 ff. Vgl. auch 
H. Dietzel, Socialpolitik tmd Handelspolitik, Berlin, 1902, pp. 4, 14, 21, 37, 41. 
J Von der Arbeitergesetzgebung fruherer Jahrhunderte sagt Jevons, “it is 
the effort of some dominant body to keep down a lower class.” W. S. Jevons, 
The State in Relation to Labour, London, 1882, p. 34. Fiir eine systematische 
Beurteilung der Sozialpolitik gehen wir aber von solchen historischen Beispielen 
nicht aus. Solche Konstruktionen auf dem Gebiete der Sozialpolitik nahern 
sich marxistischen Verdrehungen, wobei der Staat charakterisiert wird als 
“fiffentliche Gewalt zur Unterdruckung der Arbeiterklasse.” Vgl. K. Marx, 
Der Bilrgerkrieg in Frankreich, Berlin-Wilmersdorf, 1919, p. 47. 
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zunehmen. Handelspolitik, die z. B. arbeitsintensive Industrien fdrdert, 
hebt den Lebensstandard der breiten Massen genau so wie viele andere 
sozialpolitische Massnahmen. Umgekehrt kann eine Sozialpolitik, 
iiber eine gewisse Grenze getrieben, die staatliche Exportforderung 
illusorisch machen. Wenn ferner Ropke sich darauf beruft, dass gewisse 
sozialpolitische Massnahmen gar keine Einkommensverschiebung oder 
Beeinflussung der Gesamtproduktivitat herbeifiihren, etwa friiherer 
Ladenschluss, wodurch die Einkaufe nur mehr konzentriert werden, 
wahrend die Handelspolitik immer weitergreifendere Folgen hat, so 
glauben wir nicht, dass es Schwierigkeiten bereitet, in der Handels¬ 
politik ebenso ‘‘unschuldige” Falle nachzuweisen, etwa Schutzzolle, 
die auf das Ausland zuerst abgewalzt werden, dort aber durch 
verbesserte Technik wieder eingeholt werden o.a. 

Nach dem Urteil Ropkes soli Verhinderung der Einwanderung als 
Mittel, den Bevolkerungszuwachs zu regeln, wobei zugleich die 
Moglichkeit der qualitativen Auslese der Einwanderer gegeben ware, 
ohne Konsequenz auf die Handelspolitik sein. Nun ist es durchaus 
antiliberal, die Bevolkerungsbewegung beeinflussen zu wollen, sondern 
nach liberaler Ideologic miisste die Marktlage fiir die Bevolkerungs¬ 
bewegung entscheidend und jeder staatliche Eingriff, sowohl was 
Quantitat wie Qualitat der Bevolkerung angeht, verboten sein. Ob man 
mehr fremde Arbeiter auf den einheimischen Markt hcreinlasst 
(Bevolkerungspolitik) oder mehr Produkte fremder Arbeiter hcreinlasst 
(Handelspolitik), kann den einheimischen Markt in ahnlicher Weise 
beeinflussen — die indirekten handelspolitischen Folgen sind so offen- 
sichtlich, dass wir die Konsequenz zwischen beiden Gebieten der 
Wirtschaftspolitik auch in diesem Falle verlangen. 

Es ist die Abneigung der liberalen Wirtschaftspolitik gegen das 
Mittel des staatlichen Eingriffes in das Wirtschaftsleben iiberhaupt, 
die dazu gefiihrt hat, gewisse Eingriffe, deren Notwendigkeit nicht 
mehr bestritten werden konnte, als Ausnahmen behandeln zu wollen. 
Solche Ausnahmen sind jedoch nicht vereinbar mit dem Prinzip des 
Allzusammenhanges des ganzen Wirtschaftslebens.’"' Dieser Zusammen- 

• Der Widerspruch in dem System J. St. Mills ist bekannt, wonach die Gesetze 
der Produktion ‘‘partake of the character of physical truths. There is nothing 
optional or arbitrary in them**; wahrend fiir die Gesetze der Distribution 
festgestellt wird: “That is a matter of human institution solely. The things 
once there, mankind, individually or collectively, can do with them as they 
like.**—^J. St. Mill, Principles of Political Economy^ 3rd ed., London, 1852, 
I, pp. 243 f. Der prinzipielle Zusammenhang zwischen Preisen und Ein- 
kommensarten wird hier iiberhaupt geleugnet. 
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hang besteht auch in dem wirtschaftspolitisch regulierten Markt. 
Ja, wir tragen keine Bedenken, den BegrifF der Substitution in einem 
anderen als dem bisherigen Sinne auch auf die Theorie der Wirtschafts- 
politik zu iibertragen. Wenn eine iiberproportionale Entwicklung 
der Einkommen eines Gewerbezweiges durch die Wirtschaftspolitik 
versucht wird, kommt eine Reaktion in der Einkommensentwicklung 
eines anderen Gewerbezweiges in entsprechender Weise, wie eine 
Oberhohung des Preises eines Produktionsfaktors nach dem Sub- 
stitutionsprinzip zur Wenigerverwendung dieses und zur Mehrver- 
wendung der anderen Produktionsfaktoren fiihrt. 

Nehmen wir als Beispiel eine iiberproportionale wirtschafts- 
politische Forderung der Landwirtschaft mit relativer Steigerung des 
Gesamtniveaus der Agrareinkommen, so werden folgende Reaktionen 
ausgelost: 

In der Industrie : Technisch oder wirtschaftlich gleichwertige 
industrielle Produkte werden die Agrarprodukte ersetzen. Landwirt- 
schaftliche branchenm^sige oder regionale Teilmonopole werden 
gebrochen und statt dessen industrielle Guter von dem Markte der 
freien Konkurrenz treten. Landwirtschaftliche RohstofFe werden 
besser ausgenutzt und infolgedessen weniger gebraucht werden. Eine 
Erhohung der Preise der industriellen Hilfsmittel der Landwirtschaft 
wird eintrcten und damit eine teilweise Uberwalzung der landwirt- 
schaftlichen Sondergewinne auf die Industrie. Soweit die Nachfrage 
nach den Agrarprodukten elastisch ist, wird ihr Absatz vermindert 
werden und statt dessen die Kaufkraft auf Industrieprodukte umgestellt 
werden. 

Im Handel: Die Zufuhr aus raumlich entfernt liegenden oder 
schwer erreichbaren Gegenden wird erhoht und somit erhohte M 5 g- 
lichkeit fur Handelstatigkeit sich ergeben. Auch die Heranziehung von 
zeitlich entfernten Vorraten wird lohnender, d.h. die Spekulation 
steigt und es entstehen Spekulationsgewinne auf Kosten der Agrar- 
gewinne. Je hoher das Agrarpreisniveau ist, desto lohnender ist es, 
in agrare Monopolverhaltnisse einzutreten und durch Zufuhr fremder 
Waren oder Ausbau der Absatzorganisation erhohte Handelstatigkeit 
zu ermoglichen. Das vermehrte Angebot von Agrarprodukten seitens 
der Landwirtschaft und ebenso ihre erhohte Nachfrage nach anderen 
Produkten lassen beide vermehrte H^dlergewinne entstehen. 

So konnen derartige Substitutionsvorg^ge landwirtschaftliche 
Einkommen in industrielle oder Handelseinkommen verwandeln, 
wenn die Wirtschaftspolitik eine einseitige Erhohung der Agrar- 
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einkommen herbeizufiihren versucht. Die moderne Verkehrsentwick- 
lung, die wissenschaftliche und technische Vervollkommnung haben 
hierbei grossere Bewegungsfreiheit geschaffen.* 

Wenn von einer Erweiterung des Begriffes der Substitution vorhin 
gesprochen wurde, so liegt diese Erweiterung mehr in dem Gesichts- 
punkt, als in dem materiellen Inhalt. Jede Art von Agrareinkommen, 
Industrieeinkommen etc. muss zusammengesetzt sein aus Grundrenten, 
Arbeitslohnen, Kapitalzinsen und Unternehmereinkommen. 

Unsere Behauptung eines Substitutionsverhaltnisses u.a. zwischen 
alien Agrareinkommen und alien Industrieeinkommen bedeutet nur 
eine Umgruppierung der schon bekannten Thesen.f Jede Steigerung 
z. B. des gesamten landwirtschaftlichen Einkommens infolge wirt- 
schaftspolitischer Eingriffe besteht aus lauter Einzelposten, namlich 
von erhohten Arbeitslohnen, Grundrenten, Kapitalzinsen oder Unter- 
nehmergewinnen innerhalb der Landwirtschaft. Jede solche Einzel- 
steigerung muss eine Reaktion auslosen, teils innerhalb der anderen 
landwirtschaftlichen Einkommen, was in der Gesamtaddition der 
landwirtschaftlichen Einkommen im wesentlichen verschwindet, teils 
auch in den nicht-Iandwirtschaftlichen Einkommen, z.B. auch in den 
Industrieeinkommen. Das bedeutet, dass die erste Folge des erwahnten 
wirtschaftspolitischen Eingriffes wohl war, dass die Einzelposten der 
Industrieeinkommen, also die Arbeiterlohne, Grundrenten, Kapitalzinse 
und Unternehmergewinne in der Industrie zunachst sinken, dass 
danach aber wieder eine Reaktion eintreten muss. Die Gesamtheit dieser 
Reaktionen fiihrt zu dem oben festgestellten gewissen Gleichgewicht 
zwischen den gesamten landwirtschaftlichen und den gesamten 
industriellen Einkommen. Wie diese Reaktionen sich im einzelnen 
praktisch gestalten, haben wir vorhin an einigen Beispielen kennen- 
gelernt. D.h. mit anderen Worten: eine innere Bindung der gesamten 
Wirtschaftspolitik besteht in dem, was sie fiir einen ganzen Gewerbe- 
zweig iiberhaupt erreichen kann. 

Dies ist eine rein theoretische Feststellung, fiir deren Verhaltnis 
zu der Praxis der Wirtschaftspolitik die Friktionen des praktischen 

• E. G. Nourse, Artikel: Agricultural Policy, Encyclopaedia of the Social 
Sciences, i, New York, 1930, p. 566. 

t Marshall hebt hervor: “Similarly the principle of substitution is con¬ 
stantly tending by indirect routes to apportion earnings to efficiency between 
trades, and even between grades, which are not directly in contact with one 
another, and which appear at first sight to have no way of competition with 
one another.’*—^A. Marshall, Principles of Economics, 6th ed., London, 1910, 
p. 663. 
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Wirtschaftslebens, die dort geltenden Elastizitatsgrenzen etc. entscheid- 
end werden. Wir stellen also wohl eine prinzipielle Bindung fest in 
dem, was die Wirtschaftspolitik iiberhaupt zur Fdrderung der einzelnen 
Gewerbezweige tun kann, diirfen aber nur erwarten, dass dies in der 
Wirklichkeit als allgemeine Tendenz in die Erscheinung treten wird. 
Die Vermehrung des Angebotes und die Verminderung der Nachfrage 
werden auch auf dem Spezialmarkte, z.B. der Landwirtschaft, jene 
Rcaktionen ausldsen, die auf eine einseitige Beeinflussung erfolgen 
miissen, die zuerst in den Preisen, aber hieraus folgend in den Ein- 
kommensarten hervortreten miissen.* 

Diese grundsatzliche Erkenntnis bedeutet aber, dass die Anwendung 
von wirtschaftspolitischen Mitteln auf einem Spezialgebiet immer 
auch auf anderen Spezialgcbieten des Wirtschaftslebens Wirkungen 
auslosen muss, die also nicht mehr so aussehen wie ein vollig freier 
Markt. Das gesamte Wirtschaftsleben andert sich, wobei die 
wechselnden Elastizitatsverhaltnisse von Angebot und Nachfrage auf 
verschiedenen Einzelgebieten durchaus unregelmassige Abweichungen 
entstehen lassen. 

Wenn in einer Volkswirtschaft verschiedene Typen von Industrien 
vertreten sind, die, was z.B. die Verwendung von festem Kapital in 
ihrer gesamten Produktion angeht, variieren mogen von unendlich 
nahe an loo % bis unendlich nahe an o %, und nun in dieser ganzen 
Industrie eine wirtschaftspolitische Veranderung vorgenommen wird, 
von riicksichtslosem Wirtschaftsliberalismus zu starkster staatlicher 
Intervention, so wird dies die verschiedenartigsten Konsequenzen 
auslosen. Die Elastizitat des Angebotes der verschiedenen Industrien 
ist so verschiedenartig, dass dieselbe wirtschaftspolitische Massnahme 
durchaus abweichende Folgen aufweisen wird. 

Die Theorie des Wirtschaftsliberalismus entstand in einer Zeit mit 
sehr geringcn festen Kapitalinvestitionen und konnte infolgedessen 
eine leichte Umstellbarkeit nach wechselnder Marktlage voraussetzen.f 
Nicht nur ist die Gesamtentwicklung nachher so gewesen, dass wir 
uns hiervon immer starker entfernt haben,J sondern wir miissen mit 
einem weitem Variationsradius der praktischen Ergebnisse solcher 
Massnahmen rechnen. Je mehr auch die Arbeitskraft eine lange 
Ausbildungszeit braucht, um als vollwertige Arbeit fiir hoch- 

* L. Walras, Aliments d*£conomie Politique Pure, 7me dd., Lausanne und 
Paris, 1900, p. 194. 

t T. Veblen, The Theory of Business Enterprise, New York, 1917, p. 23. 
t W. Sombart, Das Wirtschaftsleben im Zeitalter des Hochkapitalisinus, Miinchen 
und Leipzig, 1927, i, p. 123 f., p. 235 f. 
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qualifizierte Spezialaufgaben verwendbar zu sein, desto mehr gilt 
auch fiir die Arbeitskraft einer ganzen Volkswirtschaft, dass die Um- 
stellbarkeit auf andere Arbeitsaufgaben mit starkeren Hemmungen zu 
rechnen hat als etwa zur Zeit der nationalokonomischen Klassiker.* 
Dass zu diesen objektiven Umstellungsschwierigkeiten auch andere 
psychologischer Natur kommen, hat Baggef mit Recht hervorgehoben. 
Man wiirde vielleicht zunachst glauben, das gleiche, abschliessende 
Ergebnis des Umstellungsprozesses erreichen zu konnen, aber je nach 
dem Umfang des Verzinsungsbediirfnisses iind Abschreibungsbediirf- 
nisses des investierten Kapitales und dem besonderen Charakter der 
verlangten Arbeitsgeschicklichkeit, wird man zunachst mit einer ver- 
schieden langen Ubergangsperiode rechnen miissen. Wahrend dieser 
Periode wird ein Warenangebot auch zu verlustbringenden Preisen 
denkbar sein, wenn dieser Verlust bei solchen Preisen fiir die betreffende 
Industrie geringer ist als der Verzicht auf Zinsgewinn und Kapital- 
abschreibung, der bei volliger Stillegung der betreffenden Industrie 
eintreten miisste, zumal diese Industrie gleichzeitig auch mit einem 
unelastischen Angebot von Spezialarbeitern rechnen kann. Die 
praktische Abweichung von dem Resultat der mit keiner Friktion 
rechnenden Theorie liegt vor allem darin, dass ein Warenangebot 
unter den relativen Produktionskosten das Gleichgewichtsverhaltnis 
auf dem Markte wahrend einer langeren Periode stort und dies, sowohl 
was konkurrierende Industrien wie Abnehmer- und Lieferanten- 
industrien angeht. Ferner bedeutet die Aussicht auf fortgesetztes 
forciertes Angebot von Seiten jener Industrien mit unelastischem 
Angebot ein dynamisches Storungselement des Marktes mit je nach 
der Konjunkturlage variablen Konsequenzen. Am Schlusse jener 
Ubergangsperiode wird deshalb diese Volkswirtschaft infolge all dieser 
Storungen tatsachlich anders aussehen miissen, als jene Theorie 
glaubte, die mit sofortiger friktionsfreier Umstellungsmoglichkeit 
rechnete. War nun diese Art von innerem Gleichgewicht des Marktes, 
wie sie bei einer sofortigen Umstellungsmoglichkeit entstehen wiirde, 
das wirklich Erstrebte, dann miissen die wirtschaftspolitischen 
Massnahmen, um dies unter den veranderten Bedingungen zu 
erreichen, anders aussehen. Wir miissen also unterscheiden, ob das 
Mittel des Noninterventionismus oder das vorgestellte Ziel, vorgestellt 
namlich unter der Voraussetzung sofortiger Umstellbarkeit der 

♦ G. Cassel, Socialpolitik, 2 Auflage, Stockholm, 1908, p. 80 f. 
t G. Bagge, ArbetsWnens regiering genom sammanslviningar^ Stockholm, 1917, 
P- 245 * 
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Volkswirtschaft, das wirklich Erstrebte war.* Das empfohlene Mittel 
fiihrt zu einem anderen konkreten Ziel als dem angegebenen; fiir 
das empfohlene konkrete Ziel sind andere Mittel als die angegebenen 
erforderlich. 

Ja, wenn das Ziel gar nicht mehr konkret, sondern nur noch formal 
sein soli: die blosse Umstellbarkeit des Wirtschaftslebens zu erleichtern, 
gleichgiiltig, wie der konkrete Inhalt aussehen moge, so wird damit 
nicht verneint, dass die Umstellbarkeit heute nicht so funktioniert 
Oder funktionieren kann wie zur Zeit der Aufstellung jener Theorie. 
Es darf deshalb nichteinmal die logische Moglichkeit verneint werden, 
dass der Staat mit seinen Massnahmen jene Umstellung des Wirt¬ 
schaftslebens, die nur mit inneren Hemmungen vor sich geht, beschleu- 
nigen, erleichtern oder in bestimmter Richtung beeinflusst, womit 
der radikale Wirtschaftsliberalismus die innere Geschlossenheit seines 
Systems geopfert hat und nur der Grad des Staatseingriffes, nicht 
dieser selbst zur Debatte steht. 

Die Geschlossenheit des wirtschaftspolitischen Systems muss 
jedoch immer in der vorliegenden wirtschaftlichen Proportion verankert 
sein. Andert sich diese, so muss die Wirtschaftspolitik geandert werden, 
da die alten Massnahmen auf einem neuenMarktganzneue Wirkungen 
auslosen — absolute, zeitlose Synthesen sind in der dynamischen 
Wirklichkeit nicht denkbar.f Bei einer schnellen Umstellung des 
Wirtschaftslebens konnen sehr leicht innere Disproportionen entstehen. 
Der dogmatische Liberalist wird sich auch hierbei auf das Mittel der 
Nonintervention festlegen. Das entscheidende Ziel muss die Erreich- 
ung des hohcren Volkseinkommens sein und diesem Ziel muss sich 
das Mittel, gleichgiiltig wie es aussieht, unterordnen. Hierbei muss 
auch die Verbundenheit des Wirtschaftslebens mit dem ganzen 
Kulturmilieu beachtet werden. Die zugespitzte Behauptung Seligmans :J 
“When the world is ready for socialism, socialism will be unnecessary” 
iibersieht diese Verbundenheit von Wirtschaft und sonstiger Kultur — 
man braucht den Satz nur umzukehren,umseine Hohlheit zu offenbaren. 
Dies bedeutet keineswegs, dass nicht z. B. die herrschende Wirt- 

• So formuliert Ricardo das Ziel seines Agrarschutzes: “The course of trade 
would be left precisely on the same footing as if we were wholly an untaxed 
country, and every person was at liberty to employ his capital and skill in 
the way he should think most beneficial to himself.”—D. Ricardo, On Pro¬ 
tection to Agriculture, The Works of David Ricardo^ 2nd ed., London, 1852, 
p. 480. 

t K. Mannheim, Ideologie und Utopie, Bonn. 1929, p. 119. 

} E. R. A. Seligman, Principles of Economics^ 6th ed.. New' York, 1914, p. 686. 
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schaftspsychologie der W^irksamkeit der wirtschaftspolitischen Beein- 
flussung praktische Grenzen zu setzen vermag.* * * § 

Weil die praktische Wirtschaftspolitik immer in einer konkreten 
Volkswirtschaft arbeiten muss, miissen hier praktische Einschrankungen 
hinsichtlich der Geschlossenheit des wirtschaftspolitischen Systems 
vorgenommen werden.f Eine Volkswirtschaft, die selbst keinc wirt- 
schaftliche Einheit darstellt, muss eine Wirtschaftspolitik betreiben, 
die “teils parallele, teils entgegengesetztc Ausserungen der sich 
verwirklichenden Volkswirtschaft” enthalt,J sodass ein cinheitliches 
wirtschaftspolitisches System in einer solchcn Volkswirtschaft nicht 
moglich ist. Diese konkreten Bedingungen zu untersuchen, nennt 
Hesse § mit Recht “die umfassendste Aufgabe einer wissenschaftlichen 
Wirtschafts- und Sozialpolitik.” 

Nun brauchen die verschiedenen Teile des Wirtschaftslebens cines 
Staates nicht so relativ isoliert nebeneinander zu stehen wie in dem 
agyptischen Beispiel, sondern konnen mehr oder weniger ineinander- 
geschaltet sein: Reste alter patriarchalischer Wirtschaft; kapitalistiche 
Wirtschaft in freier Konkurrenz- und Monopolverfassung; sozialistische 
und standische Neuformationen etc. Hierbei kann die Wirtschaftspolitik 
die Gesamtverfassung mehr oder weniger nach einer Seite hin zuspitzen, 
ohne dabei den “gemischten” Charakter dieser Verfassung aufzuheben. 
Damit kann sie das Wirtschaftsresultat, von einem dieser Organisations- 
prinzipien aus betrachtet, erhohen, von einem anderen vermindern. 
Hierbei kann also die wirtschaftspolitisch rcgulierte Volkswirtschaft 
eine relativ grossere innere Geschlossenheit aufweisen als das ohne ihr 
Eingreifen entstandene Wirtschaftsleben. 

Auch das Gegenteil ist denkbar. Verschiedene wirtschaftspolitische 

* M. Weber, Wirtschaft und Gesellschaft, in Grundriss der Sozialdkonomik, 
hi, Tubingen, 1922, p. 38. 

t “Das von ihm (dem Staatsmann, dem die Fuhrung und Gestaltung der 
Wirtschaft und der Wirtschaftspolitik zufallt) neuerrichtete oder umgeformte 
Wirtschaftsgebilde tragt in hoherem Masse die Ziige dcr Zeit und in gcringerem 
Masse die Zuge des Schopfers als das Werk der gliicklichcren politischen 
Staatenbildner.” E. Salin, Am Wendepunkt der deutschen Wirtschaftspolitik, 
In F. Beckmann u.a. Deutsche Agrarpolitik, Berlin, 1932, ii, p. 684. 

X So charakterisiert Magnus die agyptische Wirtschaftspolitik. Er hebt hervor, 
dass in Agypten die Beduinenstamme sich dem Stadium der geschlossenen 
Hauswirtschaft noch sehr nahe befinden, die Fellachen der Biicher’sehen 
Stadtwirtschaft nicht unverwandt sind und daneben cine kapitalistische 
Volkswirtschaft, aufgebaut auf Baumwollkultur, Fremdenverkehr etc., sich 
entwickelt.—F. Magnus, Aegypten, Seine volkswirtschaftlichen Grundlagen und 
sein Wirtschaftsleben^ Tubingen, 1913, pp. 65, 120-29. 

§ A. Hesse, Volkswirtschaftspolitik, Jena, 1930, p. 9. 
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Ideologien konnen sogar ein relativ einheitlich geformtes Wirtschafts- 
leben uneinheitlich beeinflussen, sodass die widerstreitenden Prinzipien 
ein geringeres Wirtschaftsresultat entstehen lassen, als in dem un- 
regulierten Wirtschaftsleben von dessen Wirtschaftsprinzip aus hatte 
entstehen konnen. 

Es konnen auch bestehcnde Ungleichmassigkeiten dcs Wirt- 
schaftslebens durch die Wirtschaftspolitik noch weiter gesteigert 
werden, d.h. die vorhandenen Spannungen werden noch grosser 
werden, womit die Sprengungsgefahr innerhalb eines solchen Wirt- 
schaftslebens noch erhoht wird. 

Relativ am cinfachsten ist die Lage schliesslich, wenn das Wirt- 
schaftslebcn selbst einheitlich organisiert ist und die Wirtschaftspolitik 
diesc Einheitlichkeit durch einzelne Korrekturen nur weiter steigert, 
insoweit verschiedene Detailfragen in Betracht kommen. Hier entstehen 
die geringsten inneren Spannungen, was die Wirtschaftsverfassung 
selbst angeht, deren Einheitlichkeit hier gewahrt bleibt. 

Wir entnehmen hieraus, dass die faktische Bedeutung der inneren 
Geschlossenheit eines wirtschaftspolitischen Systems niemals als eine 
blosse Konsequenz dieses theoretischen Systems beurteilt werden 
kann, sondern es muss immer auf den Zusammenklang zwischen wirt- 
schaftspolitischem System und wirtschaftlicher Wirklichkeit geachtet 
werden. 

Diese historische Differenzierung unserer theoretischen Erkennt- 
nisse wird zur Sclbstverstandlichkeit, wenn hier die vorhandene 
Wirtschaftsverfassung und die Art ihrer wirtschaftspolitischen 
Umanderung zum entscheideiiden Problem wird. 
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FOREIGN TRADE AND THE SHORT 
BUSINESS CYCLE 

A STUDY BASED ON DATA FOR THE UNITED STATES 
DURING THE PERIOD 1923 to 1929 

FOLKE HILGERDT, Secretariat of the League of Nations, Geneva 

I 

Between the recognized world depressions which began in the middle 
of 1920 and late in 1929, in several important countries there occurred 
three distinct price cycles, each of about three years’ length, which 
caused fluctuations in production and in trade. The following pages 
are intended as an approach to the study of these short business 
cycles*— 2i study which seems the more important because the 
present depression appears to be a direct outcome of these minor 
fluctuations. 

There are two reasons why these cycles have attracted very little 
attention. In marked contrast to the longer cycle, short cycles are not 
parallel in different countries. They are manifested by changes in the 
relation between prices of primary products and of manufactured 
articles; accordingly, prosperity in industrial countries often means a 
depression in agricultural or mining countries, whose barter terms are 
then unfavourable, and vice versa. Secondly, the manner in which the 
economic life of different countries reacts to the price movements in 
question depends not only upon the nature of their production but 
also upon their trade policy. For this reason, special attention will be 
paid in this study to the role played by foreign trade in the fluctuations 
under review. 

For reasons of space, the analysis will be confined mainly to 
the United States, where the economic fluctuations were very marked 
and to a certain extent determined the conditions prevalent else¬ 
where. 

But the result of the analysis will be determined by our recognition 
of price fluctuations which are international in scope and whose effects 
upon trade differ from those of the national price movements which 

• The word “cycle” is used for the sake of convenience, though it is not 
assumed that the fluctuations by nature are recurring. 
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are well known from the usual deductive studies of international 
trade, in which account is taken only to two countries, which generally 
have the strange predilection for trading only with each other and 
sometimes even for exchanging only one article for another. 

During heavy depressions, such as those experienced in 1920-21 
and in the last few years, certain of the ordinary interactions between 



different economic phenomena are broken or concealed by factors not 
at work in more “normal’’ times. These depressions therefore evade, 
to some extent, an analysis on the basis of the kind of data used in 
the present study, which is deliberately confined to the period from 
1922-23 up to the autumn of 1929. Structural changes which are 
connected with the longer cycle from 1920 to 1929 will, so far as 
possible, be disregarded. 
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II 

Diagram I shows (i) capital exports from the three main capital 
exporting countries of the world—the United States, the United 
Kingdom, and France—; (ii) “the terms of trade,” measured by calcu¬ 
lating the average export prices as percentages of the average import 
prices for a number of countries exporting primary goods and importing 
manufactured articles, that is, the relation between prices of primary 
goods and manufactured goods; and (iii) the index numbers of whole¬ 
sale prices of industrial raw materials and manufactured articles in 
the United States, together with the former index as a percentage of 
the latter. The curves mentioned under (iii) are based on quarterly 
figures; for the others the annual movement alone is available. 

There was an obvious tendency for capital exports to contract and 
expand simultaneously in different lending countries during this period.* 
The correlation between the three groups of curves (at least after 1923) 
is striking enough. Capital exports culminated around J925 and 1928^ 
and in these years prices of primary products on the world market as 
well as in the United States zvere also the highest in relation to manu¬ 
factured articles. Before and after the years mentioned, as well as in 
1926, capital exports were smaller and prices of primary goods rela¬ 
tively low. 

Reference to the price curves for the United States show that, at 
least as far as that country is concerned, the changes in relative prices 
were due not to an increase in the prices of primary products and a 
simultaneous fall in the price of manufactured articles, or zdee versa^ 
but to a more rapid upward or downward movement of the prices of 
primary products, both the groups of prices moving more or less 
simultaneously in the same direction. 

Capital movements and prices influence each other reciprocally in 
a manner which cannot be completely analysed here. Certain of the 
most obvious inter-relations may, however, be briefly indicated. A 
restriction of the supply of foreign capital induces borrowing countries 
—industrial as well as raw material producing—to try to increase 
exports and reduce imports by means of a reduction of domestic stocks. 
The increase in offer and reduction in demand from borrowing 
countries tends to cause a fall in prices on the world market, though 

* The continuation of French capital exports during 1926, when those of 
Great Britain and the United States fell (see the graph), is largely to be 
attributed to capital flight during the franc depreciation of that year. 
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for several reasons primary goods will generally fall more in price 
than manufactured articles.* Conversely, a fall in the prices of primary 
products—^which will entail a smaller fall in the prices of other goods— 
renders the barter terms of the countries exporting such products in 
exchange for manufactured articles less favourable, affects adversely 
their domestic financial and economic conditions, and discourages 
foreign investments in these countries, which, with very few exceptions, 
are typical borrowers. 

On the other hand, variations in the supply of foreign capital to 
each individual borrowing country will not necessarily be reflected in 
the barter terms of that country. If during a certain year when inter¬ 
national credit is abundant an agricultural exporting country, say 
Australia, cannot borrow abroad for any local (e.g. political or monetary) 
reason, then her export products—^wool, wheat, etc.—^will not neces¬ 
sarily fall in price, as they are sold in the world market in competition 
with the same products exported by other borrowing countries, such 
as Argentina, Canada, etc. If the capital which is not invested in 
Australia is instead lent to these countries, it supports the international 
price of wool, wheat, etc., in the same way as if it had been lent to 
Australia, and there is no reason why Australia’s terms of trade should 
deteriorate. Moreover, as prices of primary products have a tendency 
to move together, it may be that even if the capital were lent to non¬ 
industrial countries whose products—like those, for example, of Java 
or Mexico—^are not sold in competition with Australian goods, it would 
nevertheless help to support the price of these goods. 

Ill 

The curves for the wholesale prices of raw materials and finished 
products in the United States given in Diagram I have been repeated 
in Diagram II (curves B and C). During the period under review the 
two former curves described cycles of some three years’ length, but 
raw material prices showed greater movements than prices of finished 
products, both upwards and downwards; in addition, they generally 
began to move somewhat—one- to two-quarters—earlier than the latter. 

The curve for industrial production (D) follows a course similar 
to that of the price curves. But the changes, particularly the downward 

* It should be observed, however, that in borrowing industrial countries, 
e.g. Germany, changes in the supply of foreign capital affect primarily the 
prices of manufactured articles, which accordingly show a tendency to move 
more rapidly than those of primary products. 
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DIAGRAM II 

UNITED STATES: PRICES, INDUSTRY, CAPITAL EXPORTS, AND TRADE 

Thick lines: annual movement; thin lines: quarterly movement 
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changes, in production came later even than those in the prices of 
finished products, so that the peaks occurred in the middle of 1923, 
around the end of the year 1926, and in the middle of 1929—^that is, 
at times when the price movement was clearly downwards. In 1925-26 
and 1928-29 industrial production continued to increase for a whole 
year after the downward price movement had begun (in 1925 and 
1928). 

In the same way, construction of industrial buildings (curve E) 
was also greatest during the periods when prices were falling. 

A possible explanation of this behaviour of industrial production 
and investment—^and an explanation which would not contradict the 
ordinary conception of the connection which exists between price 
movements and economic activities—^would be that it naturally takes 
some time before certain of these activities adjust themselves to the 
price movements by which they are determined. The increase in 
production and in the construction of factory buildings in 1925-26 
and 1928-29 would be caused by the rise of prices in 1924 and 1927-28, 
etc. The logical sequence of this explanation would indeed be that it 
is the time-lag between different economic reactions which determines 
the course of the fluctuations which are the object of the present 
study. 

We cannot wholly share such an opinion. The last United States 
boom, for example, was hardly more than an ordinary expansion of 
business until the downward movement of prices began. The curve for 
industrial buildings—^which represents building contracts awarded, 
that is, buildings commenced—gathered pace very considerably after 
the downward turn of prices in 1925 and 1928. The price fall indeed 
appears to have favoured the booms. Although a time-lag between 
production and price movements exists, it is certainly not of the 
simple kind indicated above. 

The problem is worthy of further consideration in the light of 
other data. For the sake of simplicity we shall confine ourselves to the 
boom periods (shadowed on the diagram), and as their course was 
slightly different we shall primarily have that of 1928-29 in mind. 
This boom was much more marked than the two preceding, and 
attracted world-wide attention owing to the Stock Exchange speculation 
which accompanied it; but statistical evidence suggests that, in so far 
as basic economic activities are concerned, all the three booms are of 
the same nature. One of the discrepancies between the 1923 and 
1925-26 boom on the one hand, and the 1928-29 boom on the other, 
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is that the price fall was less marked during the latter. Price indices 
conceal, however, the falling tendency in 1928-29 in the prices of 
primary products, many of which were artificially maintained at a level 
above that which would have established itself in a free market. The 
marked tendency to industrial integration in these years may be 
attributed partly to the endeavours of manufacturing industries to 
escape the high raw material costs resulting from this price control. 

IV 

The curve for United States capital exports (curve L)—^which repre¬ 
sents nothing more than the surplus derived from trade in goods and 
gold, services and net receipts of interest and dividends—is almost the 
exact reverse of the curve for industrial buildings. Its minima, occurring 
in 1923, 1926, and 1929, coincide with the maxima of industrial pro¬ 
duction and investment.* 

Reference to the connection previously found between prices and 
capital movements indicates that, so far from being determined by 
the previous rise in prices, the increase in domestic production and 
investment in these years was logically connected with the fall in prices. 
In times when the capital market is not disorganized (as during the 
present depression, when there appears to be a considerable dis¬ 
equilibrium between savings and investment), a reduction in capital 
exports implies that available savings are absorbed by the increased 
domestic demand for capital, or that these savings are reduced owing 
to an increase in domestic consumption. In either case domestic pro¬ 
duction is supported by the heavy domestic demand for manufactured 
articles, coinciding with the fall in prices which, as we have found on 
a previous page, accompanies the reduction in capital exports. 

From whom did the heavy demand for goods come in the United 
States during the boom years in question ? 

Obviously not from the agricultural population, or at least only to 
the extent that the fall in the wholesale prices in its products may 
have been offset by an increase in crops. 

From wage-earners ? Certainly, judging from the peaks of the two 
curves (F and G), showing the weekly earnings of wage-earners and 
payrolls. The greater increase in payrolls than in weekly earnings is 

* In this connection it may be pointed out that although the United States 
capital exports reached their apex in 1928, their decline commenced in the 
middle of that year. 
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due to the fact that the number of wage-earners employed rose, and 
there was less short-time and irregular employment. It should be noted 
that, as the cost of living (see curve A) did not rise in 1926 and 1928-29, 
and as its increase from 1922 to 1923 was less than 3 % against 10 % 
for wages and 28 % for payrolls, there was a real quantitative increase 
in demand, presumably in the direction of articles of consumption. 

From the part of the population—important particularly in view 
of its power of purchasing goods—employed in the distribution of 
goods, from the grocer to the small shopkeeper? Undoubtedly, for 
while wholesale prices fell rapidly, retail prices were not much affected— 
that is, the margin, from which the merchant derives his profit, rose. 

From the share-owner and the industrialist? The high quantitative 
level of production during the years considered coincided with large 
industrial profits (curve I), although prices were falling. The fact that 
raw materials fell more heavily in price than manufactured goods is 
not, by itself, a proof that the producer’s margin rose, for as the share 
of raw materials in the value of total industrial production in the 
United States is about one-third, prices of industrial raw materials 
must fall three times as much as those of manufactured articles before 
the profit increases (assuming that labour and capital costs, etc., remain 
unchanged), and the price indices (curves B and C), which are admittedly 
only rough approximations, do not permit a reliable calculation of the 
margin. The direct information summarized in curves F to I indicates, 
however, that the price fall during the booms differed from that during 
the depression of 1930-32 in so far as the producer's margin^ in terms 
of money, between the price of raw materials and manufactured goods 
rose, and that this increase was distributed over other cost elements {wages, 
interest, etc., rose) as well as industrial profits. Even where the profit 
per unit produced remained unchanged, the expansion of production 
implied an increase in total profits. 

The rationalization of production may well have been one of the 
factors rendering an increase in wages, interest, profits, etc., possible. 
There were hardly any greater possibilities of rationalization, however, 
during the booms than during the intervening periods, and we are 
entitled not to consider rationalization as the original cause of the 
fluctuations in question. 

In view of the increase in industrial profits it is but natural that 
there was also a heavy demand for building material and equipment 
from industrial enterprises under foundation or extending their plant 
(see curve E). 
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V 

The fall in wholesale prices, most marked in the case of primary 
products, was thus accompanied by an increase in demand for manu¬ 
factured goods from the main groups of buyers, except agriculturists. 

If the change in relative prices during the boom years had implied 
only a redistribution of the national income, the total demand for 
goods would not have been affected; but the fact that prices fell (while 
the amount of the means of payment and, for all that we know, the 
velocity of their circulation remained unchanged or rose) implied an 
increase in the aggregate demand for goods. 

Where, owing to tariffs, no great imports of manufactured articles 
can take place, the increase in turnover and the length of such a boom 
is limited by the productive capacity of the industry. In particular, 
the production of consumers’ goods will be checked, as the increase 
in industrial profits leads to a change in the distribution of the country’s 
productive forces in favour of industries producing capital goods. 
Suppose that in a country which does not import or export manu¬ 
factured articles the satisfaction of an increase in the demand for 
consumers’ goods of, say, lo % in one year requires a similar extension 
of existing plant,* the industries producing capital goods would have 
to increase their production by some 40 % or even more (assuming 
that the proportion between industries producing capital and con¬ 
sumption goods is the same as in the United States)—a rate which is 
obviously above the limit of what is possible in a short period, as the 
supply of certain factors of production, particularly labour, is limited. 
There are obviously very narrow limits to an increase in consumption 
in an isolated country, as such an increase causes an extension of 
investment activity, which within a certain time breaks down for lack 
of resources. 

The experience of the past decade suggests that there are two ways 

* This assumption is hardly unrealistic, for although temporarily the new 
demand may be met by a better utilization of the capacity of the industries 
producing consumers* goods, economic forces will tend to create an extension 
of plant corresponding to the increase in demand for the products, and the 
capital industries producing equipment (machinery, building materials, etc.) 
will also have to increase their plant considerably if they shall be able to 
meet the new demand for their products. Probably plant would have to be 
increased by a higher rate than the demand for consumers* goods, for, unless 
there is a great reserve army of unemployed at the disposal of the indus¬ 
trialists, it might be necessary to rationalize also a part of the old production 
by substituting capital (e.g. machinery) for labour. 
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out of such a boom. The most natural is an increase in wholesale prices, 
and such an increase will, contrary to common notions, check the 
boom, provided that prices of raw materials increase so much more 
than those of manufactured articles that the producer’s margin between 
these prices falls and accordingly the incentive to the extension of 
plant is mitigated or disappears. The demand for labour will be 
reduced, wages and employment will decrease as well as the quantities 
of manufactured articles which can be disposed of. A new equilibrium 
will soon be reached, and therefore a basis for a normal rate expansion 
of production (not of the nature of a boom), if the society is pro¬ 
gressive. 

The other way out is an accelerated fall in prices leading to a 
heavy depression. The prices of manufactured articles will fall so 
heavily that industrial profits decrease (which, according to our findings 
on a previous page, does not mean that they should fall at anything 
like the same rate as prices of raw materials), and the reduction in the 
demand for consumers’ goods will be reached by a heavier fall in 
wages than in the prices of such goods, or—^which is more likely—^by 
a heavy increase in unemployment. 

Owing to the tendency for the prices of raw materials and manu¬ 
factured articles to move together (with a short time-lag for the latter), 
adjustment will normally not be reached through a change in one of 
these two groups of commodities alone, or by a movement of one 
group of prices in a direction opposite to that of the other. Whether a 
price increase or decrease will take place will depend upon the factors 
determining the movement of raw material prices on the world market. 

Naturally, conditions in the world market arc influenced and 
sometimes determined by the capital outflow from the United States. 
When the boom comes to an end, large amounts of capital are normally 
becoming available for export and will tend to raise prices of primary 
products in the world market. It is for this reason that we regard the 
former of the above-mentioned two alternatives as the most natural. 

Unfortunately, space does not permit us to analyse the relationship 
between the credit policy of the Federal Reserve Board and business 
conditions in the United States or capital exports from that country. 
Our aim is to draw the attention to factors which have been less 
discussed but which cannot be ignored if a country by means of its 
credit policy is to succeed in determining domestic business conditions. 

We cannot abstain, however, from drawing a general conclusion 
with reference to central bank policy. A credit policy aiming at the 
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maintenance of a stable so-called general price level will render the 
business fluctuations considered above more violent. As we have seen, 
these fluctuations are characterized by movements in opposite direc¬ 
tions of the prices of raw materials and of the services constituting 
other cost elements in manufacturing. If the central bank meets a fall 
in raw material prices, originating abroad, with‘a credit expansion, 
these prices will not be substantially affected, but those of manufactured 
goods will be prevented from following the downward trend of the 
former (in fact, they would have to rise if the policy of stabilizing 
the general price level were carried out). The margin between the 
prices of raw materials and of manufactured goods—consisting of wages, 
profits, etc.—will then increase more than otherwise and the boom 
accordingly become more acute. 

It follows that any country, which aims at stabilizing manufacturing 
conditions and is unable or unwilling to affect the whole international 
credit situation and thus the very origin of the price movements con¬ 
sidered, will have to meet a fall in raw material prices by credit restric¬ 
tion and a rise in their prices by credit expansion. It is obvious, however, 
that such a monetary policy, however successful it may be in an indi¬ 
vidual country, is no universal remedy against the business fluctuations 
under review, as—particularly if generally applied—it will increase the 
initial disturbances by preventing the demand for raw materials from 
fluctuating conversely with their price. The only remedy which attacks 
the evil at its root is, as we shall see, a trade policy allowing manu¬ 
factured goods to move between countries without hindrance. 

VI 

At this point of the analysis we have to consider the correlation 
between the prices of primary goods and capital movements found in 
Section II. As was stated on a previous page, their influence upon each 
other is reciprocal: if the capital supply to debtor countries is being 
reduced, the prices of primary goods will fall, owing to an increase 
in offer from the debtor countries producing them and a reduction in 
the demand from industrial debtor countries (which will consume their 
stocks); and if the prices of primary products fall, the financial position 
of countries producing them will deteriorate and foreign investments 
in these countries will be discouraged. 

There seems to be no doubt, however, that the initial factor is 
generally a variation in capital movements, determined at the outset 
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by political or monetary factors unconnected with price movements. 
The contraction in international capital movements in 1923 would 
appear to have been due largely to the repercussions of the Reparations 
dispute, the Ruhr occupation, and the ensuing hyper-inflation of 
certain Central European currencies; with the termination of the 
occupation and the introduction of a stable currency in Germany there 
came a revival of capital movements and an increase in the prices of 
primary products. 

In 1925-26 the stabilization of the pound sterling at a relatively 
high level and the subsequent British coal dispute adversely affected 
the capital exports of the United Kingdom, and both the ensuing fall 
in the prices of primary products and the boom tendencies this price 
fall provoked (in the manner indicated on a previous page) in other 
lending countries made capital exports from these countries fall. Only 
French capital exports continued in the form of a flight of capital 
from the fluctuating French franc. The settlement of the coal dispute 
and a certain adjustment of wages in the United Kingdom restored 
capital exports and prices of primary goods. 

Various factors, which cannot be analysed here, had by that time 
led to an increase in the production of primary goods and prepared 
the way for a fall in their prices; but the main factor determining the 
price fall which began in 1928 was undoubtedly the legal stabilization 
of the French franc, leading to a heavy contraction of the large French 
capital exports. The boom which then occurred in the lending industrial 
countries was particularly marked in the United States, where it led 
to a heavy increase in domestic investments and where, in the manner 
described above, it had exhausted its possibilities in the autumn of 
1929. But the contraction of French capital exports had not ceased; 
on the contrary, owing to the continued heavy withdrawals of French 
assets abroad, France at that time changed from a capital exporting 
to a capital importing country (which she had been ever since). Further, 
the artificial control of the prices of certain primary products had led 
to a marked increase in their production. No return to a more stable 
equilibrium through an increase in prices was therefore possible; the 
boom was followed by an accelerated price decline which was un¬ 
affected by the small temporary increase in capital exports from other 
lending countries during the first few months of the depression, and 
after some time the collapse of prices and the deterioration of the 
international capital market was complete. 

Had not the disequilibria now referred to existed, the outflow of 
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capital from the United States when the boom broke down would have 
tended to raise prices in the world market and a new short business 
cycle might have commenced. 

The above interpretation of events implies a negation of the hypo¬ 
thesis that the fluctuations in economic activity are due to the time-lag 
between different economic phenomena. A time-lag—though of the 
complicated nature described above—certainly exists between different 
phases of the business cycle; but if the only factor at work were the 
effect of each phase upon the next, the fluctuations would soon dis¬ 
appear. The main course of events is determined by factors outside 
the automatic working of the economic system. 

VII 

The heavy demand for manufactured articles, which was characteristic 
of the boom years in the United States, was not met to any considerable 
extent by imports. The import of such articles is comparatively small 
—it is estimated at 2 • 3 % of domestic consumption—and disregarding 
a slight increase in value during the period under review, the yearly 
changes were of no importance. Imports of manufactured goods consist 
largely of specialties which have to be acquired from abroad as they 
cannot be produced except at very high cost in the United States. 
The high, in many cases prohibitive, import duties prevent the import 
of manufactured articles both from reaching large proportions and 
from showing important variations over short periods. 

Nor could the increased demand be met by a reduction in American 
exports of manufactured articles, largely because these exports are 
specialized in character and unsuited to meet a general increase in 
domestic demand. Exports of manufactured goods increased in each 
year during the period 1922-29. 

The total trade in manufactured articles thus resulted in a surplus 
which rose steadily during the period, without reflecting variations in 
business conditions (curve K). 

Obviously, however, the contraction of capital exports during the 
boom years had to be offset by a change in other items in the United 
States’ balance of international payments. The offsetting items were 
the import of goods other than manufactured articles—mainly indus¬ 
trial raw materials—and the movement of gold. 

Raw materials are admitted into the United States free of duty or 
at low rates. The high level of industrial activity during the boom 
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years caused an increase in imports of raw materials, which culminated 
in 1923, 1926, and 1929 (curve N).* 

From the point of view of this analysis it is important to consider 
that while an increase in the imports of manufactured articles would 
have helped to meet the great domestic demand and thus would have 
mitigated the boom in manufacturing industries, the increase in the 
import of raw materials only supported the great activity in these 
industries. 

The increase in the import of raw materials was, however, limited 
by the capacity of industry to work them up economically. In addition, 
the industries producing capital goods are largely dependent upon the 
local production of certain raw materials. For these reasons the reduc¬ 
tion in capital exports was not wholly offset by larger imports of raw 
materials but was partly reflected in gold movements, the curve for 
which (M) is almost parallel with that for capital movements. During 
the boom years there was an inflow of gold, while in the years of heavy 
capital exports the gold movement was outwards. 

It is evident from the above reasoning that the variation in gold 
movements must partly be attributed to the duties on manufactured 
articles. 

The coincidence of gold imports and boom conditions may seem 
natural in view of the fact that when the prices of raw materials fall 
and the supply of foreign capital is reduced, debtor countries may 
find that the export of gold is the only way in which they are able to 
balance their international accounts. 

The gold imports into the United States may be considered as 
having contributed to an increase (or as having prevented a decrease) 
in the volume of means of payment in circulation in that country, at 
the same time as they compelled the borrowing (gold exporting) 
countries to deflate and reduce the prices of the primary products 
they export—both factors supporting the boom in the United 
States. 

During the intervening periods both the domestic price level, 
which was sustained by means of tariffs, and tariffs in other countries 
prevented an increase in the export of goods corresponding to the 
rise in capital exports, which accordingly took the form partly of an 
outflow of gold. To the extent that this occurred, domestic industry 

* In order that curve N should correspond with the other curves for trade 
(K-M), it shows net imports as a negative quantity, i.e. the lower the curve, 
the larger are imports. 
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failed to derive the benefit from the new demand for goods from debtor 
countries which resulted from the increase in their borrowings and 
the rise in the prices of their main export products. 

Let us consider for a moment what would have happened if import 
duties had not constituted a hindrance to imports of manufactured 
articles into the United States. Imports of such articles would then 
have increased considerably during the boom periods. Simultaneously 
the fall in the prices of raw materials would have slowed down as the 
demand for them would have increased in the countries exporting 
manufactured goods to the United States—that is, in the lending 
industrial countries where the boom tendencies were less marked, and 
in the few borrowing industrial countries. In the latter group depression 
actually prevailed, owing to the reduced supply of capital from abroad. 
The result would have been (i) a reduction in the domestic demand 
in the United States for manufactured goods of domestic origin; 

(ii) a reduction in the producer’s margin between the prices of raw 
materials and manufactured articles in the United States, leading to 
reduced industrial profits and checking the high industrial activity; 

(iii) accordingly, a discouragement of the abnormal investment activity 
which, as we have shown, was more responsible for the sharpness of 
the last United States boom than the high demand for consumers* 
goods; (iv) a lessening of the pressure upon borrowing countries, 
industrial and non-industrial; (v) an incentive to increase capital 
exports from the creditor countries. 

It might be asked whether the existence of trade barriers which 
restricted the movement of manufactured goods into the United 
States and other countries was not wholly responsible for the effect 
produced upon relative prices by the changes in international capital 
movements which have been described in Section II above. We would 
not, however, venture to go so far as this because, as a result of the 
universality of price movements, a boom will tend to occur simul¬ 
taneously in all industrial lending countries, and an exchange of 
manufactured articles among these countries may well mitigate the 
boom by distributing it evenly between different countries and indus¬ 
tries and furthering the international specialization of production,* but 
it can hardly remove the conditions which caused the boom. There 
remain, of course, the exports from the industrialized debtor countries 
(the importance of increased German exports to the European creditor 

* A heavy increase in the exchange of manufactured goods between lending 
industrial countries actually took place in 1938-29. 
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countries in 1928 and 1929 as a factor checking the boom in these 
countries and mitigating the depression in Germany should not be 
under-estimated), but it must be remembered that industrial countries 
seldom remain borrowers over long periods and that probably neither 
Germany nor Austria would have been debtor countries had it not 
been for the redistribution of wealth which took place as a result of 
the war and the ensuing monetary disturbances. So long as the 
majority of industrial countries are lenders on balance and the majority 
of non-industrial countries borrowers, disturbances in international 
capital movements would probably cause certain price movements and 
business cycle fluctuations even if there were no trade restrictions. 
But just as a tension must lessen if the forces producing it are being 
spread over a wider area, so would the amplitude of business cycle 
fluctuations be smaller if the effects of an initial disturbance were spread 
over a larger number of countries. 

It has been pointed out by several authors that, when variations 
in capital movements occur, the existence of high tariffs leads to gold 
movements between countries. The object of the above reasoning is, 
however, to show that, given the connection between capital move¬ 
ments, prices, and industrial activity, these gold movements directly 
sharpen business fluctuations (even disregarding the monetary effects of 
a redistribution of gold which, under normal conditions, may be of 
slight importance). 

Conversely, one of the greatest —^but largely overlooked— benefits of 
international trade in goods {particularly manufactured goods) is that it 
moderates business fluctuations. Deviations from normal capital move¬ 
ments may be offset by the movement of either goods (and services) 
or gold; but while, during a period such as that under review, the 
movement of goods tends to remove the very incitement to the change 
in the capital balance, that of gold increases it. We have thus departed 
rather far from the conceptions of the classical theory of trade, which 
saw in the gold movements an instrument for attaining equilibrium. 

VIII 

Our reasoning is also contrary to the conceptions which are at the 
bottom of the policy of economic isolation pursued by many countries.* 
This policy does not mean that they question the validity of the doctrine 

♦ We are still considering the conditions prevailing before the general 
tightening of the trade barriers during the present depression. 
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of free trade (though modern economists seem to have deprived this 
doctrine of the bulk of its theoretical significance), but rather that they 
are prepared to give up the so-called maximization of national income 
in the long run if, in return, they achieve stability in domestic pro¬ 
duction, undisturbed by fluctuations in foreign competition. By 
stabilizing prices or at least preventing them from being greatly 
affected by foreign influences, tariffs—it is often believed—prevent 
a country from being drawn into the swing of the business cycle of 
the outside world. 

The error in this attractive reasoning lies in the fact that in almost 
all countries modern tariffs are very ingeniously elaborated in order 
to serve a protective purpose: if this purpose, as generally is the case, 
is the protection of manufacturing industries, then raw materials are 
generally duty-free or only liable to very low rates, while manufactured 
goods have to pay rates which increase with the degree of manufacture 
and are often prohibitive. The United States tariff is probably one of 
the most refined in this direction. Tariffs may well have a certain 
stabilizing effect upon the prices of manufactured goods, but will not 
prevent those of primary products from fluctuating. In the case of the 
United States, a great number of such products are, moreover, export 
articles sold abroad in competition with those exported by other 
countries, and it therefore follows that their domestic price should be 
determined by the quotations on the world market. 

Briefly, tariffs do not prevent changes in price relations, originating 
abroad, from taking place within a given country. They do not, 
therefore, prevent changes in industrial profits and in the domestic 
demand for consumers’ and capital goods, which are the result of the 
disturbed price relations, from occurring. But they may well prevent 
an increase in the demand for goods of this kind being met by means 
of imports. This demand and the accompanying movement of security 
values and interest rates impels domestic capitalists and banks to invest 
their money at home instead of abroad; but in so far as the change in 
the capital movement is reflected only in the balance of gold move¬ 
ments, it leaves to national production alone the task of bringing forth 
the real investments in the form of plant, houses, etc., which corre¬ 
spond to the increase in money investment. The difficulties experienced 
by national production in satisfying the heavy demand then tends to 
increase the margin between the prices of primary and manufactured 
products and thus to sharpen the boom. It is hardly necessary to prove 
that the factors which render the upward swing in the business cycle 
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more active will, after the business cycle has turned, also tend to 
aggravate the depression. 

We are entitled to believe that in the case of countries a compara¬ 
tively large share of whose domestic production is disposed of abroad 
as a result of a liberal trade policy, foreign demand has a stabilizing 
effect upon domestic industrial activity. 

Thus in the case of the United Kingdom relatively high prices of 
raw materials are accompanied by an increase in demand for industrial 
articles on the part of foreign raw material producing countries which 
are the main foreign customers of the British export industries, as well 
as on the part of the numerous British shareholders in foreign raw 
material producing enterprises. “These factors are far more important 
in the case of the United Kingdom than in the case of the United 
States, first, because the former country normally exports not far from 
30 % of its total production of movable commodities, while the 
corresponding percentage for the latter is only about one-third as 
great, and secondly, because the net receipts of interest and dividends 
on account of foreign investments represent about 6 % of the national 
income of the former country but less than i % of the latter.’^* 

In Germany also, where, in spite of a protective tariff policy, no 
economic isolation of the same kind as in the United States prevailed 
before the depression and where, accordingly, a large part of manu¬ 
facturing industry was working for export, the export industry was an 
important stabilizing factor. Thus while the supply of foreign capital 
to Germany began to dwindle as early as the end of 1927, with the 
result that the domestic demand for goods fell off, industrial activity 
was maintained and even slightly expanded until 1929, thanks to larger 
exports, particularly of machinery and other capital goods. During 
the present depression, the fact that industrial exports fell less than the 
domestic demand, at least up to the end of 1931, has mitigated the 
decline in German industrial production. 

* Balances of Payments^ 1930 (League of Nations). 


290 



FOREIGN TRADE AND THE SHORT BUSINESS CYCLE 


SOURCES OF THE INFORMATION SUMMARIZED IN THE DIAGRAMS 

The information concerning capital and gold movements is derived from 
Balance of Payments^ 1930 (League of Nations Publications, 1931, II.A.28/II); 
those concerning the terms of trade of India, the Argentine, and New Zealand 
have been calculated from price indices for exported and imported goods 
given in Review of World Trade, 1930 (League of Nations Publications, 1931, 
II.A.28/I). 

The source of the data concerning interest rates is the Eighteenth Annual 
Report of the Federal Reserve Board, covering Operations for the Year 1931; 
that of industrial profits, Economic Tendencies in the United States; Aspects 
of Pre-war and Post-war Changes, by Frederic C. Mills (Publications of the 
National Bureau of Economic Research, Inc., No. 21), and Statistics of 
Income for 1930 (United States Treasury Department); that of weekly earnings 
of wage-earners, Wages in the United States, 1914-1930 (National Industrial 
Conference Board, Inc.); and that of foreign trade figures the Commerce 
Yearbook, 1932, Part I (United States Department of Commerce). 

The remaining information is collected from Survey of Current Business 
(United States Department of Commerce), in most cases from its 1932 
annual supplement. 
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AMERICAN PUBLIC OPINION AND WAR DEBTS 

JACOB H. HOLLANDER, Johns Hopkins University, Baltimore 

It is of all things important in a sober discussion of the subject of 
this article that at the outset the matters to be discussed should be 
made precise. I propose, therefore, to define in approved homiletical 
fashion what I understand to be the meaning of the major terms of my 
topic, “American Public Opinion and the War Debts.” 

The phrase “War Debts” is simple enough. The “Statement of 
the Public Debt of the United States” as of October 31, 1932, the 
latest date available, reports the Total Foreign Obligations owned by 
the United States Government to be in round numbers §i i ,777,000,000. 

From this we may omit from consideration (a) $250,000,000, 
being cash advances to Czechoslovakia and Russia; {b) $21,000,000, 
being payment for surplus war supplies to Czechoslovakia, Nicaragua, 
and Russia; (c) $19,000,000 for relief supplies sold on credit by the 
American Relief Administration to Armenia, Czechoslovakia, and 
Russia; (<f) $7,000,000 for relief supplies sold on credit by the United 
States Grain Corporation to Armenia, Czechoslovakia; (e) $386,000,000 
for account of reimbursement of the United States Army of Occupation 
in Germany. There remain Funded Bonds to the aggregate of 
$11,094,000,000, received under a series of debt funding agreements 
as authorized by Acts of Congress extending from February 9, 1922, 
to December 18, 1929. This total of $11,094,000,000 represent debits 
of fourteen separate countries. Of them the four largest debtors are 
England, $4,398,000,000; France, $3,864,000,000; Italy $2,004,000,000; 
Belgium, $401,000,000. My comments, although applicable to the 
entire series, will envisage the four enumerated major debtors. 

The phrase “American Public Opinion” is more subtle. Its content 
has baffled those foreign observers—De Tocqueville, Bryce, Siegfried— 
who have understood other aspects of our national life. It is imperfectly 
comprehended, because taken for granted, by the American people 
itself. It is grossly mistaken by the European w'orld. 

We shall perhaps simplify the problem by setting forth what 
“American Public Opinion”—in regard to the War Debts—is not. 

It is not the internationalism of expatriates who as unofficial ambas¬ 
sadors in Paris, London, Rome, or Brussels deprecate the stupidity of 
the American people. 
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It is not the domestic counterpart of this galaxy—^the small, dis¬ 
tinguished, and extremely voluble intelligentsia in the United States 
who in or out of academic seclusion frame concepts of international 
idealism highly creditable to their benevolence but remote from the 
severities of Real-Politik—much the same company who after the 
Versailles Conference acclaimed Woodrow Wilson and the League of 
Nations only to suffer the engulfment of the presidential election 
of 1920. 

American public opinion is not the unanimity of American banking 
circles who, taking their note from the great banks and issue houses, 
bleat “peace on earth and good will to men,’’ with incidental regard 
to the protection of private credits and loans, extended European 
borrowers in the buoyant optimism of the late twenties. 

Neither the Press of the United States nor its legislative bodies 
are representative of American public opinion in the matter of the 
War Debts. Our newspapers are not “inspired” in the European 
sense, but they are pre-eminently conservative and prudent. One 
wide-flung chain has a definite alignment in opposition, and the small¬ 
town weeklies by sheer proximity reflect something of their readers’ 
opinion. But the great city newspapers inevitably incline, in this as in 
other matters, to the stronger battalions of finance, industry, and 
commerce. This applies primarily to the editorial page. As to the news 
columns there is regard for the best traditions of a free Press. But a 
journal cannot afford a foreign correspondent whose despatches are 
unsympathetic with the views entertained in the quarter to which he 
must have recourse for fresh information. Nor in any event can it 
control the garbling of its own news reports by European editors. 
In a recent senatorial debate on the War Debts, speaker after speaker 
voiced strong anti-cancellationist views. One speaker alone expressed 
different opinion. The debate was reported fully, or at least fairly, 
by important American papers. In the French Press, according to 
return cables, the congenial utterance was featured, almost to the 
exclusion of the dominant strain. 

Instinctively we turn finally to our legislative halls for a faithful 
echo of public opinion. The text-books enjoin this upon us. But the 
political realist knows that the moth-eaten tradition is a pious fraud. 
The controlling purpose of an elected representative from the day of 
his election is to insure the likelihood of his re-election. It is a political 
axiom that the surest way of accomplishing this is to offend, that is, 
to differ in profession from, the smallest possible number of con- 
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stituents. The pose of apostle of the forgotten man or of conservator 
of vested interests may have spiritual appeal; but the safer role of the 
American publicist is to say nothing, do nothing, be nothing—except 
as ordained by political expediency, partisan advantage, and the strength 
of an organized minority. 

If American public opinion be so impalpable and so elusive a thing, 
what chance is there of appraising it? And yet the attempt must be 
made if we are to escape from impasse. Vox populi may not be vox Dei^ 
but in all vital matters of public policy it is definitive. Experience and 
instruction may modify, even reverse it. But at any given time with 
respect to any given issue, it is the court of last resort. No policy can 
prevail that runs counter to it; no resistance to what it wills can endure. 
The Monroe Doctrine is supported by such opinion. American adherence 
to the League of Nations is counter to it. The public-school system is 
an expression of public opinion. Licensed gambling is at variance 
with it. It is because Europe has failed to accept this truism, because 
continental foreign offices, as if not sufficiently chastened by the penalties 
of crude acquaintance with the American constitutional system, have 
been unwilling or unable to gauge American public opinion that the 
War Debts remain unpaid. 

I shall venture, therefore, of necessity, to set forth my conception 
as to what at this time is American public opinion on the War Debts. 
I can claim no authority other than my own; no virtue beyond objectivity. 
But it will be refreshing to replace advocacy by photograph. The image 
may be imperfect or blurred or distorted. Yet at least we shall be 
dealing with what is, rather than sputtering over what ought to be. 

Let me accordingly give way on this rostrum to that more interesting 
speaker—the American Citizen. He dwells sometimes on the side 
streets of small towns, sometimes in the modest two-story houses of 
industrial cities, sometimes on simple farms. He lives in Maine or 
California, in Dakota or Texas. He is artisan, corner grocer, farmer, 
school teacher, bank clerk. On this occasion, at least, he will break his 
habitual silence and voice the faith that is in him. 

“The War Debts,” he says, “or more accurately the Funded Bonds 
of foreign governments now in the Treasury of the United States, 
are my property. They belong to me as definitely as does the note 
I hold for the money lent my hard-up neighbour, or as the mortgage 
on my home belongs to the lending bank. It is my property, not as a 
fat surplus but as something on which I am relying for economic 
security in the dreary years to come. Fifteen years ago I had saved 
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up by sacrifice and denial a moderate sum. In 1915-19 I was persuaded 
to lend this to Uncle Sam so that he in turn might lend it to beleaguered 
countries for food, munitions, supplies, and reconstruction purposes. 
I did so because of emotional appeal and strong-arm propaganda. I was 
not in the least influenced by the fear, since so solemnly presented, 
that unless Germany were defeated my own country would be the 
next to suffer. Had it been urged I should have said then that as 
between a truculent Germany and an embattled France there was little 
choice. Certainly I should say that now. No! I fell for brass bands and 
brass buttons. ‘Bleeding Belgium,’ ‘Stricken France,’ ‘Stout Old 
England,’ ‘Teuton Fury,’ ‘A War to End Wars,’ ‘Making the World 
Safe for Democracy’—these were the catchwords with which I was 
gulled. I emptied out the woollen sock, drew down the savings account, 
kept John home from college, refused Mary her promised marriage 
settlement. I bought Liberty Bonds—bought them, as I was besought, 
until it hurty giving up what I had saved, scaling down what I used, 
mortgaging what I was to get. 

“For what I lent. Government bonds—Liberties—^were given me, 
bearing interest and sinking fund provision. At the time I did not 
realize that this in itself was hanky-panky; that it was I who would 
have to pay myself interest, that what came into one hand as coupon 
money was to be paid over by the other as debt service taxes. When 
I awoke to the fact, I was reassured, officially, that this was only a 
temporary delay, that the War over, the borrowing countries would 
assume debt service and that Uncle Sam, so paid, would reimburse me 
for what I had lent without thereafter taking it out of my pocket 
in taxation. 

“The War came to an end. But, as Bastable had long before assured 
me, ‘borrowing is an agreeable process’; and with so complacent a 
lender intrepidity in battle was succeeded by readiness in debt. Recon¬ 
struction, rehabilitation, purchase of supplies, even rearmament were 
paid for by me. Only when the habit threatened to become chronic 
did I post the sign ‘No More Funds—to lend’—^with a reaction ranging 
from affronted dignity to angry abuse on the part of the chronic 
borrowers. 

“With the Versailles Conference the veil first dropped from my 
eyes. I had been fed on noble phrases—‘the parliament of man,’ ‘self- 
determination,’ ‘open covenants,’ ‘Fourteen Points,’ ‘a spoilless 
triumph.’ Instead, I saw a Carthaginian victory, a struggle for loot, 
barn-yard amenities, secret treaties, cunning, intrigue, deception. 
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I thought of the sacrifices and denials of my household, of the distress 
and misery that lay ahead, of my neighbours* boys who had fallen 
that American valour might be acclaimed and Congressional medals of 
honour be bestowed—and I suffered a form of mental nausea. 

‘T believe history will appraise the World War in its net result as 
definitely a profitable war^ for the victors, as the campaigns of Caesar 
and Napoleon. The settlements were in the spirit of Vae Victis, applied 
with the brutality of Brennus. I realize there is no common denominator 
for human suffering and material gain. But time brings healing for the 
first and makes no deduction from the second. The Peace Treaties 
are but fourteen years behind us, but even now I may venture what 
another generation hence will assert, that as the life of a nation goes— 
in territorial gain, in political benefit, in economic advantage, as against 
blood spilt and treasure wasted, the Allies—France, England, Italy, 
Belgium—^when the throes of readjustment have subsided, will be 
accounted richer and stronger than before the War, indeed by reason 
of the War. 

‘Tn the distribution of loot,** continues our speaker, “my country 
took no part, save in the moderation of rapacity, and accepted no share. 
We were not more virtuous or more tender—our part in the Mexican 
War and in the Spanish-American is sufficient commentary—but we 
were neither frenzied in resentment nor competent to gain. So I returned 
to my appointed place, bruised a little, disillusioned more. The 
‘Lafayette, We are Here* and the ‘Hands Across the Sea* business had 
not turned out as they were supposed. Things, moreover, at home had 
gone topsy-turvy, for one cannot drop his tools and run off to help 
put out a neighbour*s fire and not find a mess when he comes back. 
But after all this was in the day*s work, even though made a bit sour 
by grudging thanks from those whom I had aided. 

“The worst, however, was yet to come. The one assurance on 
which I had counted was that, the War over and a period of grace 
given, my savings were to be returned to me at least in payment of 
interest, without the cheating device of accompanying taxation. This 
meant that the Allies would at the earliest date begin the service of 
the War Debts. I was skilled neither in the ways of the Quai d*Orsay 
nor of Downing Street. At first barely audibly, then unmistakably, then 
noisily, with counterpart accompaniment from defined groups in this 
country, the age-old cry of the reluctant debtor was raised: ‘It is 
not right that I should pay; though I wanted to, I could not pay; 
and even if I could and did pay it would be bad for you to be paid.* 
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“The first phase of the Debt Cancellation case was accordingly 
advocacy of cancellation for reasons moral, economic, international: 

1. The War Debts ought not to be paid, because the War was a 

common cause to which the Allies contributed men and to 
which the United States contributed money. 

2. The War Debts could not be paid because the Allies had not 

enough gold with which to pay, and because they lacked an 
exportable surplus and our tariff walls in any case shut it out. 

3. The War Debts must not be paid—in the interest of the United 

States as well as Europe—^because world recovery was only 
possible if the slate were wiped clean. 

I was not convinced by the logic; but I have had to do with slow debtors 
before, so I agreed to the Funding Arrangements of 1922-29. The 
principal of the Debts were scaled down, the interest rates were reduced, 
the dates of maturity extended. Even more than all this the principle 
of capacity was inserted in the Funding Contracts. No debtor country 
should be asked to repay more at any given date than it was able then 
to pay—and the issue as to fact might be raised by the debtor at any 
time. 

“The years have passed. Time holds the bank, and history has 
displaced controversy. It now appears that I was right on all three 
counts. The moral argument has melted away. The economic argument 
has been answered by fact. The international argument has become 
a fantasy. Capacity—the sufficient defence of an honestly distressed 
creditor—dare not even be raised. 

“In this second stage of the War Debts, mendicancy has been 
succeeded by default. The alignment has become clear. One of the 
great debtors—directed by astute absolutism—has realized how 
advantageous is the settlement heretofore made; has conformed to it; 
and has gained in stature. The second—^historically a creditor country 
whose economic existence lies in the fidelity of contracts—has kept 
faith, even at heavy cost, and is assured of fair, even generous, re¬ 
examination. From the two remaining countries—^where it was least 
to be expected—there has come default. None of the worn-out defences 
are used—except by our domiciled "foreign legion'—^but in lieu a 
recriminative complaint of seduction and betrayal in the Hoover-Laval 
conference. 

“I know that in conversation among nations it is conventional 
never to call a spade a spade, but always an agricultural implement. 
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Yet I believe that as the final act of an administration, which the future 
is certain to appraise far higher than does the present, President Hoover 
should directly and categorically, with calm unreserve and full 
documentation, scotch once and for all this reptilian dialectic. 

“This is why,’’ says my somewhat winded spokesman, for he 
does not often hold forth at such length and with such explicitness, 
“this is why I see, perhaps, not red but pink when there is talk of 
cancellation or revision, except as provided, to the advantage of the 
defaulting countries. My opinion is clear, strong, unshakable: they 
‘hired the money’; they profited by its use; they are able to repay it 
now, and I need it badly. If they do not pay, I shall not go to war. But 
my memory is long. I had not forgotten Lafayette. I remember Chateau 
Thierry and the Argonne, and I shall not forget December 15, 1932.” 

Thus far I have acted as reporter. With that report, let me add, 
I am in full agreement. But Civis Americanus is a realist, not a seer, 
certainly not one prone to prevision. My part in this programme will 
not have been filled unless to this imaginary conversation to which you 
have patiently listened should be added a few comments of what at 
least one observer conceives to be the wider effects of cancellationist 
advocacy. 

I believe such advocacy involves the gravest consequences— 
economic, social, and international—^to the United States and to the 
whole civilized world. Economic^ because whatever measure of accord 
society in five centuries of slow progress has reached, is in largest 
degree assignable to the growth of financial faith between nation and 
nation. It is in this manner that commerce has grown, that undeveloped 
countries have expanded, that backward states have been stabilized, 
that international division of labour has spread, that the surplus income 
of older societies has found productive use in the needs of newer areas. 
The one factor which has made all of this possible has been the in¬ 
violability of economic contract. It has been incorporated in law; it has 
been accepted in mores. It is the one secure enduring link in economic 
association. Abandon it, corrupt it, even challenge it, and the economic 
world falls apart in disassociated nationalism—reluctant and distrustful. 

The social menace of Cancellationist advocacy is developing with 
disturbing swiftness before our eyes. The unmistakable appearance, 
indeed the creeping spread of repudiation sentiment in the United 
States and in South and Central America—by inflation, by postpone¬ 
ment, by cancellation—as to public indebtedness, corporate obligations. 
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mortgage liens, business liabilities, is a direct repercussion of the 
countenance given to War Debt cancellation. If we are able to lighten 
the burdens of foreigners who are able to pay, why should we not 
preferentially lighten the burdens of our own citizens who are not able 
to pay? runs the challenge. If not charity, certainly grace begins at 
home. It is an amazing thing to me that those in high financial place, 
with the fullest knowledge of what economic contract means in the 
well-being of a people, will encourage the project of cancellation 
abroad, and cry unto heaven at any whisper of repudiation at home. 

To a company such as this—dedicated to the cause and cure of 
war—it is the international consequence of Cancellation advocacy that 
must appear its dire menace. Whatever an unborn to-morrow may 
unfold as to a federation of the world and the part the United States 
shall play in it, we should be blind to international realities, blind as 
children playing with fire in an arsenal are blind, if we did not recognize 
that the role of this country, now and as far ahead as our generation 
can scan, is that of moderator. We have no interest in the irritants and 
provocations of European war. Our wish for peace is as near an undiluted 
humanitarianism as a political society can conceive. We cannot impose 
our judgment upon armament-expanding, war-threatening nations by 
fleets and armies. Our one resource in the cause of peace is our economic 
strength. Here are food and material and, above all, capital—to be 
withheld or supplied as right and justice, in our conception, shall 
determine. This is the one great chance of serving the cause of peace. 
Are we to cast it away ? 
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WILHELM KEILHAU, University of Oslo 
I 

Economics, like mathematics, deal with quantities, but under other 
aspects. In economics the final questions always relate, not to the 
quantities as such, but to their importance for human wants, human 
purposes, human well-being. The interdependence of economic 
magnitudes are ruled by their own laws. Economic values are results 
of valuations and transactions which cannot be described in accordance 
with the four rules of arithmetic because they are always in some way 
or other determined by psychological factors. Whether we try to 
explain them in the terminology of the marginal school or whether 
we prefer Professor CasseLs principle of scarcity, we are always 
bound to view them from the angle of human requirements. 

In modern economics, however, one special field of investigation 
is commonly dealt with in another way: the domestic value of 
money. Here we prefer to use aggregates and averages. Nothing is 
heard about wants and requirements. Great importance is attached 
to quantities as such. The path of reasoning is laid across the barrier 
between mathematical and economic values. We are breathing in 
another air. 

The explanation of this phenomenon is not difficult to find. Whether 
the quantity theory of money is formulated in a more or less orthodox 
way, it is always built on the equation of exchange, which is thought 
to be a mere truism. This equation is indeed accepted also by authors 
who decidedly reject the quantity theory itself. Most writers consider 
it to be a headstone in the theory of money. It is, therefore, worth 
while to submit this equation to an analysis in order to find out whether 
it really deserves its basic place in monetary theory. 

For the purpose of this investigation the formula of Professor 
Irving Fisher will be most fitting. It enjoys the most widespread 
reputation, and it embodies the reasoning more fully than its com¬ 
petitors. We will, accordingly, analyse the formula 
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II 

The determining magnitude in Irving Fisher’s equation of exchange 
is the quantity of money in use, denoted by M. In order to adjudicate 
upon the reasoning, it is, therefore, necessary to realize what Irving 
Fisher includes in his concept of money. The definition is found in 
the very first paragraph of his celebrated treatise on The Purchasing 
Power of Money, It runs as follows: ^^Commodities include all movable 
wealth (except man himself), whether raw materials or finished pro¬ 
ducts. . . . Any commodity to be called ‘money’ must be generally 
acceptable in exchange^ and any commodity generally acceptable in 
exchange should be called money.”* * * § This is an extremely wide concept. 
Irving Fisher admits that himself. He writes: “All that is necessary in 
order that any good may be money is that general acceptability attach 
to it. On the frontier, without any legal sanction, money is sometimes 
gold dust or gold nuggets. In the colony of Virginia it was tobacco. 
Among the Indians in New England it was wampum. In German 
New Guinea the bent tusks of a boar are used as money. . . .”f 

In modern economics, however, such an unlimited definition of 
money does not enjoy “general acceptability.” On the contrary, the 
other leading authors on the subject agree in adding other characteristics 
to the substance called money. They also agree in perceiving money 
as a special means of payment. Cassel declares that any means of 
payment which is commonly recognized as such should be called 
money.J Mr. R. G. Hawtrey defines: “Money is the means established 
by law (or custom) for the payment of debts.”§ He is followed by 
Mr. Keynes: “Money itself, namely, that by delivery of which debt- 
contracts and price-contracts are discharged^ and in the shape of which 
a store of General Purchasing Power is held, , , .’’H Quite to the same 
category of definitions belongs that of Knapp. According to him 
money consists in pieces authorized by law to serve as signs of pay- 
ment.^f 

This view of modern theory has in a strange way been confirmed 

• Irving Fisher, The Purchasing Power of Money^ New and revised edition, 

New York, 1925, p. 2. 
t Irving Fisher, l.c., p. 8. 

t Gustav Cassel, Theoretische Sozialdkonomiey 1918, p. 330. 

§ R. G. Hawtrey, Currency and Credit^ 3rd ed., London, 1928, p. 17. 

II John Maynard Keynes, A Treatise on Money, London, 1930, i, p. 3. 

If G. F. Knapp, Staatliche Theorie des Geldes^ 3rd ed., 1921, pp. 30-31. 
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by the results of the latest historical investigations. Bernhard Laum 
has proved that the metallic coins of the Mediterranean nations have 
their origin in religious payments, coin being substitute for cattle and 
other offerings in kind.* And Max Weber has summed up the results 
of his extensive historical research work in the sentence that the function 
of money as authorized means of payment is prior to that of being 
a general medium of exchange .f 

But if we look upon the definition of money given by Irving Fisher 
in the light of modern theory and the teaching of history we find that 
it simply identifies money with the general medium of exchange. 
Thus Irving Fisher has eliminated from his concept of money just 
those characteristics which are essential for the understanding of the 
purposes which money serves. Building on this definition he is able to 
confine himself to a discussion of the role which money plays in produc¬ 
tion and trade. Complicated problems spring from the fact that 
a considerable part of the payments, having influence upon the issue 
of money and the velocity of monetary circulation, is effected to dis¬ 
charge one-sided obligations, but Irving Fisher does not perceive 
them. We know from the theory of foreign exchange that the balance 
of trade is an incomplete equation for the purpose of describing the 
determination of the external values of money—a balance of payments 
is needed. In the theory of domestic monetary values the equation of 
exchange exactly corresponds to the balance of trade. 

If the definition could be given in accordance with the views of 
Irving Fisher almost any commodity in the world might serve as 
money. Irving Fisher himself expressly declares that the list of money- 
commodities could be extended indefinitely.J Not so if money is 
explained as the legal means of payment, for in order to provide a 
medium for this purpose it must be graduated, it must satisfy the claims 
of a standard, each individual piece of it must have a fixed relation 
to a unit of measurement, and this unit must be established by authority 
and characterized by a name of its own. These necessary qualities of 
money should indeed be included in the definition itself. However, 
without doing this both Hawtrey and Keynes fully realize the fact. 
There is no evidence that Irving Fisher has been aware of it. His 
money is a most nebulous sort of thing. 

* Bernhard Laum, Heiliges Geldy Tubingen, 1925, and Vher das Wesen des 
MUnzgeldeSy 1929. 

t Max Weber, Wirtschaftsgeschichte. Herausgegeben von Hellmann und Palyi, 
1923, p. 209. 

t Irving Fisher, l.c., p. 9. 
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III 


The starting-point of Irving Fisher is the statement that in a given 
community during a given period, e.g. one year, a total amount of 
money is expended for goods. It is denoted by E* In reality, it is 
made up of a series of individual payments. We may symbolize this 
fact by the equation 

E ... -]r Cn . . . • (i) 

This equation, however, does not tell us very much. It is also left 
out by Irving Fisher, who goes on to point out that we have to deal 
with the prices of goods exchanged and quantities of goods exchanged. 
The different articles he calls Q^Qo - • • 0 m ; each of them is exchanged 
for money a certain number of times during the year. Next he introduces 
the magnitudes Pi • • • P«, being the averages of the prices on 0 ^, 
• • • Qn\ weighted according to their quantities,! writing “the goods 
side of the equation” 

^ =PlQ\ +^202 + • • • + PnQn =^^pQ • • (I) 


He adds: “We may, if we wish, further simplify the right side by 
writing it in the form PT where P is a weighted average of all the 
/)’s, and T is the sum of all the 0 ’s. P then represents in one 
magnitude the level of prices, and T represents in one magnitude 
the volume of trade.”§ This gives the equation 


E =PiQi+p2Q2 + . . . +PnQn ^EpQ =^PT . (II) 

This very short argument needs a closer analysis. 

It follows from equation (II) that 


PiQi + P2Q2 + • • . + PnQn 
Ql + Q2 + • ' ■ + Qn 


. (lib) 


In other words, equation (II) defines P as a weighted average of all 
the p’s with the j^’s used as weights. If we chose any other symbol 
for the prices than this specific form of average the equation will not 
hold good. To illustrate this we may take the simplest possible example, 
only examining/)jQi + P.2Q2, giving to those magnitudes the arbitrarily 
chosen values (lo-iooo) + (looo'io) where 2 pQ = 20,000. If we 
here use, for instance, an unweighted P —^the arithmetic mean of the 
p’s —^the value of PT will be 510,050. But this taken into consideration, 
* Irving Fisher, l.c., p. 24. t Ibid., p. 25. t Ibid., p. 357. § Ibid., p. 27- 
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it is not correct to say that P in the formula of Irving Fisher simply is 
what economists call “the level of prices/* Nay, P is a much more 
specific symbol, and any effort to illustrate its variations through price 
indices of the types commonly used in modern statistics will be doomed 
to failure. 

Thus, viewed from the angle of economics, P is a rather dubious 
magnitude in the equation of exchange. T is still worse. For what 
sort of magnitude is Tl A sum of mere numbers, each of them sym¬ 
bolizing a quantity of its own kind. If in a given community during 
a given period, say a week, the figures 5 + 17,250,305 + i are included 
in the quantities making up T, these figures may stand for five landed 
estates, 17,250,305 loaves of bread and one battleship. And such 
numbers with the most deviating denominations should simply be 
added together for the purpose of making up a sum “representing in 
one magnitude the volume of trade**! 

In reality, it is impossible to find any common ^standard for measur¬ 
ing commodities outside the sphere of economic values—in practical 
life that is to say outside monetary values. It is rather strange that this 
should be forgotten in the making of just this equation. But it 
seems to be so. Irving Fisher must have overlooked the fact that 

^ ^P\Q\ +^ 202 + • • • PnQn =^PQ • • (I) 

is a monetary equation, its justification lying in the circumstance that 
both sides of it represent values expressed in terms of money. Not 
having perceived that every monetary value necessarily implies a relation 
to a monetary unit he has, indeed, introduced into his equation magni¬ 
tudes representing quantities without their economic denomination, thus 
concealing their true character. Choosing, e.g., the pound to represent 
the monetary unit, we have, therefore, to rewrite the equations in 
order to make them economically adequate: 

=iei + €2 + . . . + e„)£ .(i) 

—{P\Q\ +/' 202 + • • • + PnQn)£ —^pQ£, • • (2) 

IV 

If we then turn to the money side of the problem the reasoning of 
Irving Fisher may be summarized as follows: 

In a community without banks the payments will be effected by 
money. But each piece of money may perform its service several times 
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during the period. If M be the average quantity of money in use, 
E 

— will represent its velocity of circulation. This fraction being denoted 
Vy we may write 

E=MV .(Ill) 

It should be underlined that this formula is intended to cover also the 
payments in a community using Bills of Exchange; the endorsed and 
discounted drafts will here—^to use the phrase of Knut Wicksell— 
serve as a medium for accelerating the velocity of circulation.* 

In a community possessing commercial banks, on the other hand, 
a part of the total expenditure being denoted E' will be paid through 
them. If M' represents the total deposits subject to transfer by cheque, 

E' . 

and — is expressed by V\ the complete money side of the equation 
may be written 

.(IV) 

In order to analyse this reasoning we shall have to make clear the nature 
of the magnitude E, or more correctly E£y as viewed from the monetary 
angle. It is conspicuous that E£ is not an amount of money but an 
economic value expressed in terms of money. E£ is simply the grand 
total of all payments for expenditure effected during a fixed period 
for the purpose of discharging obligations stipulated in money as 
standard of value. In the monetary book-keeping of trade it represents 
what is called “the one side of the ledger.” Explained in the modern 
terminology of economics E£ accordingly belongs to the concept 
“Money-of-Account” as defined by Hawtrey and Keynes.f In principle 
it has nothing to do with currency. 

The next question will be: In what ways have those payments 
been effected ? 

In order to obtain a legal discharge three ways have been open: 

(1) Payment by what Mr. Keynes calls “Money-Proper,” i.e. coin, 

banknotes, or other paper currency. 

(2) Payment by compensation, in our days principally by bank 

transfer. 

(3) Payment by bullion, in our days gold bullion—metal used as 

“pensatoric payment,” to speak with Knapp. 

* Knut Wicksell, F&reldsningar i Nationalekonomi, 3rd ed., Lund, 1929, ii, 
particularly p. 61. t Hawtrey, l.c., p. 2. Keynes, I.c., p. 3. 
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Other ways do not exist. To hand over a cheque is not to pay, it repre¬ 
sents only an initial step in a transaction of payment, at most it may 
be called a provisional payment, for if the cheque is not honoured by 
the bank the drawer is not discharged; he must pay, nevertheless. 
An important consequence is this: when cheques are handed over 
the payment is effected either in currency or through bank transfer. 
This means that M in Fisher’s formula is also used in the effectuation 
of payments through banks. Accordingly, M and M' have no clear 
delimitation towards each other. The co-ordinate banking factor of M 
is in reality the amount of bank transfers. This amount we call G, 
in accordance with the international expression “giro.” It has no 
discernible relation to the quantity of money. Belonging wholly to the 
sphere of money-of-account it has no velocity of circulation. It is 
wholly dependent on the banking customs of the country in question. 
Any effort to dissolve it for the purpose of the equation will be fruitless. 

Payment by bullion we will denote by B, In this case also the idea 
of turnover is out of the question. Bullion is not currency. 

If we rewrite the money side in accordance with these adjustments, 
the equation of exchange will appear in a more modest, but also a 
more adequate, form: 

Ei=EpQl=={MV-\-G-VB)i ... ( 3 ) 

However, in one respect even this expression is rather obscure. 
E means the monetary value of the total expenditure. It will, however, 
be almost impossible to point out which payments have been made for 
actual expenditure and which not. If we then remember that an equation 
of exchange will cover only a part of the monetary functions all argu¬ 
ments will be in favour of extending the formula in order to make it 
applicable to the discharge of all obligations stipulated in terms of 
money. We therefore introduce the magnitude *S, being the grand 
total of all payments performed in the community during the given 
period, and extend the meaning of the other magnitudes accordingly. 
This will give us the following formula: 

Si={MV + G + B)l .... (4) 

We propose to call this expression the equation of payments, 

V 

The magnitude P in Irving Fisher’s formula is often misunderstood. 
A considerable part of the discussion concerning the quantity theory of 
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money has been based on the supposition that variations in P may be 
expressed by wholesale indices. It is not so. Even apart from the 
fact that P must be weighted in a special way to satisfy the equation, 
it is a magnitude of its own kind. It represents a sort of compound 
price level. Irving Fisher in his own investigations has, in addition to 
the wholesale prices, included wages and stocks, giving to the three 
groups the weights of, respectively, 30, i, and 3, certainly a most 
arbitrary procedure.* Mr. Erling Petersen, in a treatise published in 
February 1933, has come to the conclusion that up to the present 
time the only known effort to construct a compound index useful for 
the purpose is that of Mr. Carl Snyder for the United States of America 
after i875.t should be added that one more difficulty is connected 
with P: in contrast to the generally used economic indices P must for 
each period be weighted anew. After all, it would hardly mean a heavy 
loss to economic theory if the discussion concerning the purchasing 
power of money were at last emancipated from the magnitude P in the 
equation of exchange. 

One other point ought to be remembered in this connection. In 
the opinion of Irving Fisher the quantity conception of purchasing 
power based upon the equation of exchange represents a sort of static 
theory. He remarks expressly: “. . . the ‘quantity theory^ will not hold 
true strictly and absolutely during transition periods.’’! As pointed 
out by Cassel in a most convincing manner, such an idea is not self- 
consistent. Cassel concludes by saying; “The clause of other things 
equal is here absolutely inadmissible.”§ 

It is, however, to be doubted whether the equation of exchange 
may be characterized as static. It does not describe any equilibrium 
nor any long-lasting state of affairs, nor does it give the instantaneous 
photograph of the current situation. Its figures simply represent the 
numbers of some quantities that have been observed in a certain 
period of the past. It belongs to a class of statements that may be 
termed historical equations. It does not embody a law of variations. 

Accordingly, it is an unfounded procedure to study the variations 
in monetary values through a mathematical treatment of the equation 
of exchange. Here again T proves to be the most problematic magnitude 
in the formula. It is, indeed, of no consequence to speak about the 

* Irving Fisher, l.c., p. 487. 

t Erling Petersen, Den modeme Kvantitetsteoris Gyldighety Oslo, 1933, 
pp.15-16. 

t Irving Fisher, l.c., p. 161. § Cassel, l.c., p. 394. 
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effects on P of variations in P, for as an aggregate T can only vary if 
variations occur in its constitutive parts, and alterations in the 0’s 
affect the corresponding /)’s direct through influences upon human 
valuations. It is only because they overlook this most important fact 
that Irving Fisher and his followers are able to eliminate from the 
theory of purchasing power everything connected with the general 
principles of economic valuations. 


VI 

The original sources of the activity of man are always to be found in 
human needs, wants, and desires. In the case of the quantity theory 
this has only too often been forgotten. Hardly ever have economists 
spoken about money required for human purposes. This must have its 
explanation in a sort of neurotic complex, a fear of inflationism. But 
in science all fear is the work of the devil. In this case it is also wholly 
unfounded: in a rational community the want of currency will be 
counterbalanced by the want of stable money. '^Fherefore economic 
theory can without scruple begin its treatment of monetary values 
with an analysis of the requirements for money. 

For this purpose we may fix the attention on the fact that the 
principal want of money is instigated by five groups within the com¬ 
munity : 

(1) All of us in our wish to buy consumable goods and services. 

(2) Producers and business men desiring money for buying labour, 
instrumental goods, and raw materials. 

(3) Debtors wanting legal tender to discharge their debts. 

(4) Investors and speculators wanting money to buy “private 
capital,” i.e. rights to income. 

(5) Public institutions requiring money for the satisfaction of 
collective wants. 

In the expounding of the quantity theory money is always spoken 
of as the means for transferring “the volume of trade.” If we 
acknowledge the elementary fact that money is also wanted for other 
purposes of payments, we are bound to admit that the effect of an 
increment in the quantity of money will depend on the purpose to be 
satisfied by that increment. 

In this relation there is a notew^orthy difference between banknotes 
on the one hand and other paper money as well as coin on the other. 
The latter forms of currency have generally been issued by the State 
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and used in payments for consumable goods and services; accordingly, 
those quantities of money have for a considerable time remained in 
circulation between individuals and have only partly returned to the 
Treasury when taxes were paid. Banknotes, on the contrary, are issued 
by a bank, given as short-term loans to entrepreneurs and other business 
men, and have generally returned to the bank in aggregates at time 
of expiration. 

This fact may suffice to make it clear that in the theory of internal 
monetary values we have not to deal with quantity problems but with 
circulation problems. As the equation of exchange must be replaced 
by an equation of payments the quantity theory will therefore sooner 
or later have to be replaced by a circulation theory of money. This new 
doctrine will surely have the advantage of being more in accordance 
with the general principles of economic science. 
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EDWIN WALTER KEMMERER, Princeton University, Princeton, N.J. 


The gold exchange standard is a variety of the gold standard, since 
the unit of value is the value of a fixed quantity of gold in a free gold 
market. Its outstanding characteristic is that it provides for redemp¬ 
tion of the various forms of fiduciary money in drafts on gold funds 
located abroad, rather than in gold coin or gold bullion at home. 
The gold exchange standard is a monetary standard that has come 
into prominence since the beginning of the present century, although 
instances of practices closely akin to those of the modern gold exchange 
standard are found over a century ago.* At the time of the outbreak 
of the World War the gold exchange standard was in operation in 
India, the Philippine Islands, Java, the Straits Settlements, Nicaragua, 
and a few other countries. 

All varieties of the gold standard broke down during the period 
of the World War. With the world’s gradual return to the gold 
standard during the decade after the war the gold exchange stan¬ 
dard became very popular, and the principles of the gold exchange 
standard were incorporated in varying degrees in the currency systems 
of a majority of the gold standard countries of the world. The gold 
exchange standard was favoured by the Financial Commission of the 
Genoa Conference of 1922. 


OBJECT OF GOLD EXCHANGE STANDARD 

The object of the gold exchange standard is the extension of the prin¬ 
cipal advantages of the gold standard to countries not financially able 
or, for other reasons, not willing to use gold coins, in any considerable 
degree, as media of exchange, or to redeem their fiduciary money in 
gold bars. The gold exchange standard is essentially a mechanism for 
providing a gold standard without a gold currency. Usually in gold 
exchange standard countries the money in circulation is mostly paper 
and silver. 

* Cf., for example, the currency plan for British colonies and dependencies 
outlined in a Treasury Minute of Febmary ii, 1825, described by E, H. D. 
Arndt in his Banking and Currency Development in South Africa, p. 45. 
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THE PRINCIPLE OF THE GOLD EXCHANGE STANDARD AS EXEMPLIFIED IN 
THE EXPERIENCE OF THE PHILIPPINE ISLANDS 

Probably the nearest approach to the “Simon-pure” gold exchange 
standard which the world has seen was the currency of the Philippine 
Islands as it was administered from 1905 to about 1910, under the 
Philippine Gold Standard Act of October 10, 1903. This system will 
therefore serve well for purposes of illustration.* 

At the beginning of this period the currency of the Philippine 
Islands consisted chiefly of fiduciary silver pesos, fractional silver 
coins, minor coins of nickel and copper, silver certificates issued by 
the Government and supported by a 100 % reserve of silver pesos 
held in the vaults of the Government treasury, and a few million 
pesos of bank-notes. There was some United States money in circu¬ 
lation, but gold coin was rarely seen. Under American control no 
Philippine gold coins were minted, and those which had been minted 
many years before, under the Spanish regime, had long since dis¬ 
appeared from circulation. 

The Philippine Coinage Act, passed by the United States Congress, 
March 2, 1903, had declared that the unit of value of the Philippine 
Islands should be a theoretical gold peso (not coined) consisting of 
I2'9 grains of gold, 0*900 fine, and therefore exactly equivalent to 
50 cents of United States gold coin, and had required that the silver 
peso and all the fractional coins of the Islands should be kept at parity 
with this gold monetary unit. 

For maintaining the parity of Philippine silver coins with gold at 
this rate, the Philippine Gold Standard Act of 1903 created a special 
reserve fund known as the Gold Standard Fund. This fund was com¬ 
posed of the proceeds of a loan which the Philippine Government 
floated for the purpose, of all seigniorage profits realized in the 
coinage of the new money, and of certain other profits incidental to 
the administration of the currency. It was a trust fund, kept separate 
from all other Government funds, and to be used exclusively for the 
maintenance of the gold parity of the Philippine currency. The law 

* Unfortunately, for a time during later years, every fundamental principle 
of the gold exchange standard was ignored by those in authority in the 
Philippine Islands, with the result that the Philippine gold exchange standard 
suffered severely. The system was later restored, however, and to-day is 
functioning much like it did in this earlier period. Cf. E. W. Kemmerer, 
Modem Currency Reforms^ pp. 314-23 and 365-82. 
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provided that part of the Fund should be kept in Manila and part in 
New York. 

For the maintenance of the parity three forms of redemption were 
provided in the law, the principal one—the only one that concerns 
us here—^being mandatory, and the other two incidental and optional 
with the Government.* The principal form of redemption was in 
gold drafts on New York. The Philippine Treasurer was directed to 
sell, on demand, for Philippine currency, drafts (in sums of $5,000 
or more) on that part of the Gold Standard Fund kept on deposit in 
a New York bank, charging for the same a premium of three- 
fourths of I % for demand drafts and of i J % for telegraphic 
transfers. It was likewise provided in the law that the bank in New 
York, which acted as the depository of the Gold Standard Fund, 
should sell drafts (in sums of Pio,ooo or more) on that part of the 
Gold Standard Fund held in the Treasury vaults in Manila, payable in 
Philippine currency, charging for them the same premium rates. 

All Philippine currency brought to the Philippine Treasury for 
the purchase of exchange on New York, pursuant to the above pro¬ 
visions of law, was required immediately to be withdrawn from 
circulation, and physically kept in the Treasury vaults. The money so 
withdrawn from circulation—with certain qualifications that do not 
concern us here—could not be paid out again, except in response to 
drafts drawn by the Gold Standard Fund depository bank in New York, 
on the Fund in Manila, or for the purchase of silver to provide a needed 
increase in coinage. 

The object of the sale of drafts was to provide a means for the 
maintenance of the parity, and to that end of automatically adjusting 
the currency supply to the varying demands of trade, without the 
necessity of introducing gold coins into circulation; in other words, 
to create “a gold standard without a gold currency.” Every legitimate 
function of a gold currency, except that of shipment to and from 
other countries in making international trade payments, could be 
performed as well by the Philippine silver and paper currency as by 
gold coin. In fact, this Philippine silver and paper currency was better 
adapted than gold coins would have been to the needs of Philippine 
trade and to the tastes of the great majority of the Filipino people. 
Some provision, however, had to be made for the performance of 

• For a more detailed account of this system, including an explanation of the 
other two forms of redemption, cf. the author’s Modern Currency Rejomts^ 
pp.3I7-23. 
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this function of money of making international trade payments that 
could not be performed by Philippine fiduciary money. This function 
of money, or of bullion promptly exchangeable for money on demand, 
is not only important because it provides a means by which foreign 
trade payments are made, but it is still more important because it is 
through the performance of this function that the currency supply is 
adjusted to the currency demand, and that the parity of the currency 
is maintained by a reduction in the circulation in times of relative 
redundancy of the currency and an increase in times of relative scarcity. 

When, in the trade among gold standard countries, the balance of 
payments becomes strongly unfavourable in one of them, exchange 
rates rise to the gold-export point, registering a relative redundancy 
of the home currency, and gold is exported. Likewise, it is true, that 
when in the trade among gold-standard countries the balance of pay¬ 
ments becomes strongly favourable in one of them, exchange rates 
fall to the gold-import point, registering a relative scarcity of the 
home currency, and gold is imported. All the expenses of shipping 
gold, including packing, cartage, freight, insurance, interest, and loss 
from abrasion are borne by the shipper. 

Under the gold exchange standard, as it existed in the Philippines 
in 1905, this same fundamental principle applied. The premium charged 
by the Government in Manila for dollar exchange on New York, and 
the premium charged by the Government’s depository bank in New 
York for peso exchange on Manila, were fixed to represent as nearly 
as possible the actual commercial costs of shipping gold bars between 
the two cities.* 

When, for example, exchange rates in Manila on New York rose 
to the gold-export point, the actual gold was not exported, as it would 
have been under similar circumstances in the United States, and other 
gold coin or gold bullion standard countries, but the Philippine 
Government gave the would-be gold exporter, in exchange for his 
Philippine currency in Manila, a draft entitling him to the gold credit 
in New York, and charged him as a premium for the draft simply the 
amount which the actual exportation of the equivalent in gold bars 
from Manila to New York would have cost him, had he exported the 
gold himself. 

* Shortly after the Philippine Gold Standard Act was passed, the rates charged 
in New York for peso exchange on Manila were reduced, to prevent settle¬ 
ments being made by the shipment to Manila of United States paper currency, 
which could be imported into the Philippines more cheaply than could gold 
bars and which circulated in the Islands. 
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The Philippine pesos paid to the Government for the draft (exclu¬ 
sive of the premium) were equivalent to the amount of gold he would 
have shipped. They (including the premium charged) were withdrawn 
from circulation by the Government and stored away in the vaults 
of the Gold Standard Fund—a procedure which reduced the circula¬ 
tion of Philippine currency as effectively as the actual exportation of 
an equivalent amount of Philippine coins would have done. 

When, on the other hand, exchange rates in Manila on New York 
fell to Manila’s gold-import point (which would mean that in New 
York rates on Manila had risen to New York’s gold-export point), the 
depository of the Philippine Gold Standard Fund in New York gave 
the would-be gold exporter in New York, in exchange for his gold 
(or its equivalent in United States currency), a draft entitling him to 
the equivalent in Philippine pesos laid down in Manila, and charged 
him (for the credit of the Philippine Gold Standard Fund) a premium 
sufficient to cover the expenses that he would have incurred under the 
gold coin standard, had he actually shipped the equivalent in gold 
bars from New York to Manila. When the drafts on the Gold Standard 
F'und were presented in Manila for payment, they were paid in pesos, 
physically withdrawn from the vaults of the Gold Standard Fund, and 
this payment increased the Philippine currency circulation as truly 
as would the importation into the Islands of an equivalent amount of 
Philippine gold coins. 

The system was just as automatic in its regulation of the money 
supply to the needs of trade as a gold coin or gold bullion standard 
would have been, although there was no gold coin in circulation in the 
Philippines, and no gold reserve was required there. Aside from such 
official transfers as those for the army and navy (which in practice 
interfered somewhat with the perfect functioning of the system), the 
Government had nothing to do with commercial exchange, except at 
the gold (or currency) shipping-point rates. These points represented 
the limits of fluctuation in the gold exchange value of the peso which 
the Government imposed. When exchange rates rose to the gold- 
export point, the Government virtually said: “So far they may rise 
and no farther. A further advance would signify a depreciation of our 
peso below its legal gold par if we were on a gold coin standard, and 
it will be so interpreted under the gold exchange standard; therefore 
we will sell on demand gold drafts on New York (in sums of $5,ocx> 
and multiples thereof) in unlimited quantities at these gold-export- 
point rates, and will relieve the currency redundancy by withdrawing 
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from circulation the pesos paid to us for these drafts.** On the other 
hand, when exchange rates in Manila fell to the gold-import-point 
(later the United States paper currency import-point), the Govern¬ 
ment virtually said: “So far they may fall and no farther; a further 
decline would signify an appreciation of our peso above its legal gold 
par if we were on a gold coin standard, and it will be so interpreted 
under the gold exchange standard; therefore we will sell on demand 
pesos laid down in Manila (in sums of pio,ooo, and multiples thereof) 
in unlimited quantities at these gold (or currency) import-point rates, 
to be paid for by gold or its equivalent in New York. This will relieve 
the currency scarcity in the Islands by pouring pesos into circulation 
from the Gold Standard Fund.** Commercial exchange rates, therefore, 
could not rise or fall appreciably beyond these respective limits, and 
between them the Government had nothing to do with exchange. That 
was the exclusive field of the banks. 

ADVANTAGES OF GOLD EXCHANGE STANDARD 

The advantages of the gold exchange standard over a strict gold standard 
for a country like the Philippines are two-fold. 

First is the advantage previously mentioned, that the gold exchange 
standard enables such a country to have a circulating medium of the 
kind best adapted to its needs. Gold coin is not well fitted to the needs 
of a country the great bulk of whose transactions are small. Silver and 
paper are much better. 

The second advantage is that of economy, and this is a matter of 
great importance for many countries, which cannot afford the luxury 
of a gold coin or even of a gold bullion standard. Although possibly a 
larger gold reserve is needed under the gold exchange standard than 
would be needed under a strictly gold coin standard in a country 
having a large circulation of gold coin along with its fiduciary money, 
the net expense is not proportionately so large. This is true for several 
reasons: {a) The money of circulation is all fiduciary money, and 
therefore much less expensive than if a large part of it were full- 
weight gold coins. No gold coin and no gold bars are hoarded, and no 
gold reserve is maintained in the country to meet the possible demands 
of would-be hoarders. Conversion of local money into gold is made 
only through foreign drafts of which the minimum amount sold is the 
equivalent of a gold bar of $5 000. {b) Under the gold exchange standard 
the reserve is more effective than under the gold coin standard, being 
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all in one reservoir (e.g., the Gold Standard Fund), where every dollar 
can be immediately used in time of need; whereas gold coin in cir¬ 
culation and gold bars in private hands are difficult to mobilize in 
emergencies, for the very emergency that creates the demand for the 
gold is likely to cause the public to cling to it more tightly, (c) The 
premiums realized by the Government on exchange ordinarily yield 
the reserve fund a good profit. For example, the premiums on exchange 
realized by the Philippine Government for the five fiscal years 1905-6 
to 1910-11 were pi,106,768 on an average circulation of about 
P41, 700,000. {d) Part of the reserve fund is capable of earning interest— 
namely, that part deposited abroad. The Philippine Government, for 
example, realized as high as 4 % on that part of the Gold Standard 
Fund kept on deposit in the United States, and its interest earnings 
on that part of the fund for the five years ending June 30,1910, amounted 
to pi, 437,942. 

Except under unusual circumstances, the reserve fund under the 
gold exchange standard continually increases in amount. This is true, 
because (aside from the slight expenses connected with the currency 
administration that are usually charged to the reserve fund) money 
is never paid out of the fund except in return for a larger sum paid in. 
A demand draft on New York for $10,000 sold in Manila by the Govern¬ 
ment, when the premium was three-fourths of i %, reduced the fund 
in New York by $10,000, but increased the fund in Manila by F20,i50; 
and, vice versa, a New York draft on the Fund in Manila for p20,ooo 
decreased the fund in Manila by p20,ooo, but increased the Fund in 
New York by $10,075. When the Fund is temporarily reduced for 
the purchase of silver (or nickel or copper) to meet the need of new 
coinage, the Fund is later increased by the amount withdrawn and by 
the net seigniorage profit on the coinage in addition.* 

The only times when the reserve fund is materially depleted in 
amount (aside from remotely possible losses by theft or by failure of 
the depository bank or banks) are times of extreme business depression, 
when, because of a great decline in business, the currency needs of the 
country may fall off decidedly and remain far below normal for a 
considerable period of time. Under such contingencies, the silver peso 
reserve in Manila (continuing our illustration) might be greatly 
increased as a result of continually heavy purchases in Manila of drafts 

* Losses incurred on the recoinage of worn coins are usually chargeable to 
the reserve fund, but this item is small when all the coins are fiduciary, as they 
usually are in gold exchange standard countries. 
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on New York, and the gold part of the Fund in New York might be 
correspondingly depleted by the payment of these drafts. If the 
depression were so severe that the movement was not checked by the 
usual forces before the danger-point were reached, the gold fund in 
New York could be replenished through the forward sale in New 
York by cable from Manila of a few million ounces of silver to be 
obtained by the Government through the breaking up of the excess 
pesos held in the peso part of the Fund in Manila. The gold proceeds 
of this sale of silver bullion would be deposited to the credit of the 
Fund in New York. Here the Fund would suffer a loss of the difference 
between the nominal or money value of the pesos broken up and sold 
and the price obtained for the silver bullion, to which would be added 
the expenses of the transaction. It would be the opposite of a 
seigniorage profit—a sort of negative seigniorage. Such a measure would 
be adopted only as a last resort, and the need of doing so would be 
evidence that for existing trade needs too many pesos had been coined. 

Under ordinary circumstances the depletion of the gold fund in 
New York would be checked before it had gone far by forces analogous 
to those that prevent an undue exportation of gold from a gold coin 
or gold bullion standard country. They are notably: (i) a tightening 
of the money market in Manila through the withdrawal from active 
circulation and from bank reserves of the large quantities of pesos 
physically deposited in the Gold Standard Fund in the vaults in Manila; 
(2) the stimulus given to merchandise exports by the prevailing high 
exchange rates; and (3) the retardation of merchandise imports caused 
by the same high rates. 

THE QUALIFIED GOLD EXCHANGE STANDARD 

A qualified form of the gold exchange standard which assumed great 
importance after the war is one that is administered not by the 
Government but by the central bank. In this form the principal money 
of the country consists of notes issued by the central bank, and the 
only central reserve used for maintaining the gold parity of the 
currency is that of the central bank, a large part of which is kept in 
foreign financial centres, such as New York and London, in the form 
of bank deposits and of highly liquid, short-time paper, such, for 
example, as bankers’ acceptances. Under this system the central bank 
obligates itself to sell drafts on, say. New York, at all times on demand, 
at the gold-export point, and provides for the sale of drafts by its agent 
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in, say, New York, on the central bank at home, at all times on demand 
at the gold-import point. These gold points mark the limits, as in the 
gold coin standard, beyond which exchange is not permitted to go. 
Between these points the central bank, like any other bank, may, of 
course, conduct an ordinary foreign exchange business. 

Under this system, in order to assure a contraction of the currency 
when heavy sales of drafts at the gold-export point are depleting the 
gold reserves held abroad, the law usually provides that the central 
bank must pay a tax which increases progressively as its percentage of 
gold reserves declines below a certain point, and that the equivalent 
of this tax must be added to the bank’s discount rates. These require¬ 
ments tend to enforce a contraction of the currency when the currency 
is relatively redundant, and when, under the gold coin or gold bullion 
standard, currency contraction would be effected by gold exports. 
Under such requirements the central bank can expand its credit and 
increase its note circulation when its reserves are low and declining 
only at a progressively increasing expense to the borrowers and at a 
progressively declining rate of profit to itself. 

The following provision of the law of 1931 creating the Central 
Reserve Bank of Peru—a law which has since been modified in certain 
particulars under the influence of the economic depression—^will serve 
as a typical illustration of this form of the qualified gold exchange 
standard. 

The Central Reserve Bank of Peru has a monopoly of the note 
issue privilege in Peru, and was required by law to maintain the parity 
of its notes with gold at the rate of the equivalent of 28 cents United 
States gold to the monetary unit, the sol. For this purpose the Bank 
was required to maintain ‘‘a normal legal minimum reserve of 50 % 
of its notes outstanding and deposits combined.” Aside from a small 
amount of silver coin which might be included, the reserve must 
consist of “any or all of the following items” in such proportions as 
the Board of Directors may decide: (i) gold bars and gold coin in 
Peru, and “earmarked” gold held in banks of high standing situated 
abroad; (2) deposits payable in gold or its equivalent on demand in 
banks of high standing in New York and/or London; (3) bankers’ 
acceptances of high standing maturing in not more than ninety days 
from the date of acquisition by the Central Reserve Bank of Peru, 
which enjoy a ready market in New York and/or London. (Not more 
than two-fifths of the normal legal minimum reserve may be invested 
in this form.) 
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The notes of the Bank are redeemable on demand at the Bank’s 
head office in one or both of the following forms, the particular form 
or the proportion of the two forms in which redemption is made being 
at the option of the Bank: (i) gold bars at parity; (2) demand drafts 
on New York or London, payable in gold or the equivalent. “On said 
drafts the Bank may charge premia above the gold parity of the sol 
with the United States gold dollar and the pound sterling respectively, 
which shall not exceed the amount necessary to cover all expenses 
involved in shipping gold bars in substantial quantities from Lima to 
New York or London, as the case may be.” 

The law also requires that “to avoid appreciation in the gold value 
of the Peruvian monetary unit, the Central Reserve Bank of Peru 
shall pay out its own notes on demand in exchange for: {a) gold bars 
of approximately 100 % fineness” and foreign gold coins at their gold 
parity weight in pure gold; and {b) against foreign gold credit paid to 
the account of the Central Reserve Bank’s legal reserves in the banks 
of New York and London in which the Bank maintains such reserve 
accounts: “Provided, that, for each payment of notes in Lima against 
the aforementioned deposits abroad of gold and its equivalent, the 
Bank may charge a premium sufficient to cover the expenses that would 
be involved in shipping gold bars in substantial quantities from said 
foreign cities to Lima.” 

The Peruvian Law provides a tax on reserve deficiencies, the rate 
of which increases progressively as the reserve declines below the 
normal legal minimum of 50 %. Whenever this reserve deficiency tax 
is imposed, the law provides that there shall be added to the respective 
rediscount rates, discount rates, and interest rates charged by the 
Bank, in addition to whatever increase in such rates may be necessary 
to raise the lowest rate to 7 % per annum, a percentage equal to at 
least one-half of the percentage rate of the tax imposed upon the reserve 
deficiency. This tax and these enforced advances in the Bank’s discount 
rates put progressive brakes upon currency and credit inflation. 

The gold exchange standard, as we have noted, possesses certain 
real advantages over the gold coin or the gold bullion standard. It is 
less expensive,in that it avoids tying up in central bank vaults or Govern¬ 
ment vaults of proportionately such large quantities of gold that do 
not yield a return in interest and in that it makes difficult the obtaining 
of gold for hoarding, which so often involves an economic waste. In 
economizing the use of gold, the gold exchange standard not only 
serves the country which adopts it, but may well render an inter- 
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national public service in the future, if we should reach a time, as 
many fear, when the world’s gold production will prove inadequate 
for the world’s monetary needs. For many countries, particularly 
those in which revolutionary upheavals are likely to be frequent, 
the gold reserve of the central bank would actually be safer if kept 
abroad than it would be if kept in the central bank’s own vault at 
home. 


DISADVANTAGES OF THE GOLD EXCHANGE STANDARD 

Despite these obvious advantages, the gold exchange standard has, 
since the economic crisis of 1929, lost much of the prestige which it 
formerly enjoyed. The principal criticisms that may be raised against 
it are the following: 

(i) In effecting an economy in the use of gold, critics claim that it 
often carries too far the pyramiding of gold reserves. Take, for example, 
a small country on the gold exchange standard in which the normal 
legal minimum gold reserve of the central bank against its notes and 
deposits is 40 % and in which commercial banks are required to main¬ 
tain in the central bank deposited reserves of 15 % against their own 
demand deposits. Assume that the demand deposits of the commercial 
banks of the country are $100 million and that the bank-notes out¬ 
standing issued by the central bank are likewise $100 million. 

If the central bank were required to hold its entire legal gold reserve 
in its own vaults, it would need $40 million in gold reserve for its notes 
and $6 million (40 % of $15 million) for its deposits, a total of §46 
million, or an average gold reserve against central bank notes outstanding 
and demand deposits of commercial banks combined of 23 %. 

Assume that, under the gold exchange standard, the central bank 
is permitted to keep all of its own normal legal minimum reserve in a 
New York City national bank and that it actually does so. The $40 
million reserve required against the notes would be deposited in the 
New York City bank, which, under American law, would hold against 
this deposit a 13 % reserve, or $5.2 million; but this reserve would 
be in the form of a deposit in the New York Federal Reserve Bank, 
against which the New York Federal Reserve Bank would be required 
by law to hold a reserve of 35 % in lawful money, which we will assume 
to be gold, as in practice it would be largely; 35 % of $5,200,000 is 
$1,820,000. The actual gold reserve “held somewhere” against the 
$100 million of bank-notes outstanding in the country having the gold 
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exchange standard would therefore be i -82 %, as contrasted with the 
40 % required under the gold coin or gold bullion standard. 

As regards deposits, the central bank in the gold exchange standard 
country would deposit its $6 million gold reserve in the New York 
City National Bank, which would, in turn, maintain a 13 % reserve 
against this deposit, or $780,000. This reserve, however, would be in 
the form of a demand deposit in the New York Federal Reserve Bank, 
against which that Bank would be required to hold a reserve of 35 %, 
or of $273,000. The amount of gold reserve “held somewhere,” there¬ 
fore, against the $100 million of deposits in the commercial banks of 
the gold exchange standard country would be $273,000, as contrasted 
with $6 million under the gold coin or gold bullion standard. The 
decline would have been from 6 % under the gold coin or gold bullion 
standard to less than 0-3 % under the gold exchange standard. 

Combining note liabilities of the central bank and deposit liabilities 
of the commercial banks, the percentages of gold reserve actually held 
somewhere under the gold coin or gold bullion standard would have 
been 23, and under the gold exchange standard 1.0465, or nearly 22 
times as large under the gold coin or gold bullion standard as under the 
gold exchange standard. 

Of course, this estimate needs certain qualifications to give an 
accurate picture. The commercial banks of the gold exchange standard 
country would in practice keep some till money in addition to their 
deposited legal reserve and the central bank would likewise in practice 
keep some till money at home (in addition to its available unissued 
bank-notes) and would normally keep a deposited reserve abroad, some¬ 
what in excess of the 40 % legal requirement. Furthermore, the New 
York City Bank would normally hold a reserve somewhat above the 
legal requirement, and the New York Federal Reserve Bank would, 
in turn, usually have a gold reserve very substantially above the normal 
legal minimum. It should be remembered, however, that, under the 
gold coin or gold bullion standard, some excess reserve likewise would 
also be kept. The illustration is a fairly representative one, and, when 
all necessary qualifications are made, probably does not much exaggerate 
the greater degree of pyramiding which is done under the gold exchange 
standard than under the gold coin or the gold bullion standard. In 
some qualified gold exchange standard countries the law permits only 
part of the legal gold reserve of the central bank to be held on deposit 
abroad, and requires part—sometimes a major part—to be maintained 
in physical gold at home or in earmarked gold abroad. In such countries 
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the amount of gold legally required to support a given volume of note 
and deposit liabilities is substantially increased over that required in 
countries where all the legal reserve may be a deposited reserve. 

(2) The second objection to the gold exchange standard is that it 
does not automatically function so effectively, namely, set up as efficient 
a set of forces of checks and balances in ‘‘the foreign country’’ as does 
the gold coin or the gold bullion standard. In the home country the 
gold exchange standard may be as automatic and as efficient in its 
functioning as the gold coin or gold bullion standard, but not in the 
foreign country. Under the gold coin or gold bullion standard, one 
country exports gold at its gold-export point and another country 
receives the gold at its gold-import point. The currency is normally 
contracted in the country exporting the gold and expanded in the 
country importing it. Under the gold exchange standard the currency 
is normally contracted in the country selling the drafts on its gold 
standard reserve located abroad, but is not expanded in the country 
in which the reserves are held. Furthermore, when exchange goes to 
the gold-import point, the currency of the gold exchange standard 
country is normally expanded under the gold exchange standard as 
effectively as it would be under the gold coin or gold bullion standard, 
but the currency of the foreign country in which the bank is located 
that holds the gold reserve is not decreased when the bank sells a gold 
exchange standard draft on the gold exchange standard country. In 
the foreign country these operations usually mean merely the debiting 
of one bank deposit account and the crediting of another. 

In further elucidation of the difficulty, we may quote from the 
Report of the Gold Delegation of the Financial Committee of the 
League of Nations :* 

The gold exchange standard system has 

somewhat complicated the mechanism of the international system by distorting, 
in certain cases, the reciprocal effect of the transference of Central Banking 
reserves. . . . An export of gold from one country to another used to set in 
motion reverse sequences of events in the exporting and in the importing 
countries. If the reserve consists of foreign assets, however, such reciprocal 
changes need not necessarily take place at the same time. The exact effect of a 
transfer of the claims which such assets represent will depend on how those 
assets are held and between what countries the transfer takes place. 

Thus, if a Central Bank keeps its foreign assets in the form of a slight deposit 
in a foreign commercial bank in a gold centre and sells its claims on that bank 
to a trader who has obligations to meet in that market, conditions will be 
created tending to compel it to curtail credit at home. But no reciprocal con- 


• Pp. 13 and 14. 
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ditions will be created in the country in which the commercial bank is situated. 
The commercial bank may find that the only change in its position is a sub¬ 
stitution of a domestic for a foreign depositor. Moreover, the Central Bank 
in this country may have remained unaware of the transaction and be deprived 
therefore of the means of obtaining immediately information which might 
prove important for the conduct of its policy. If the deposit, on the other hand, 
had been held in the Central Bank of the country in question, the result might 
have been to change that Bank’s foreign sight liability into a commercial bank 
“cash” deposit with it and thus to create conditions tending to a partial— 
though not equivalent—expansion of credit. In any case, it would have enabled 
that Central Bank to ascertain the facts on which its policy should be based. 

The effects of such operations are again different if the transfer is made 
by the country holding foreign assets to any country other than that in which 
those assets are held. In such circumstances, if both parties hold assets in the 
same country and the transfer is made between their respective accounts, there 
is reciprocity of effect between them and no effect on the country in which 
those deposits are held. If the transfer is made by the conversion of those 
assets into gold and the shipment of that gold to the country to which payment 
is due, there is a triple influence which may bear no relationship to the actual 
balance of payments between the country in which the deposit is held and any 
other. 

(3) A third objection—or more correctly, a group of objections—to the 
gold exchange standard grows out of the fact that the gold reserves of 
a country are less in control of its own authorities when the reserves 
are deposited or otherwise invested abroad than when they are kept 
physically in the home country. This fact may mean greater insecurity 
for the gold reserves. 

The legal title to gold in a central bank’s own vaults resides in the 
bank and the gold itself is in the bank’s own control. The legal title to 
the bank’s gold reserves that are deposited in a foreign bank resides in 
that foreign bank, and the home central bank is merely a creditor of the 
foreign bank for the amount deposited on deposit account. The foreign 
bank invests the funds and usually invests them in the country where 
it is located. If the foreign bank fails, the home central bank merely 
participates in the ultimate distribution of the assets pro rata like any 
other creditor. Furthermore, the foreign deposit is payable in the money 
of the country in which the depository bank is located. If that country’s 
currency should depreciate, the depositing central bank would lose. 
In this way many gold exchange standard countries suffered severely 
—^the losses amounting to tens of millions of dollars—^when England 
suspended gold payments in September 1931, and their deposited gold 
reserves suddenly ceased to be payable in gold and became payable 
in a greatly depreciated paper pound. This experience was the greatest 
shock which the gold exchange standard has ever received. 
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Moreover, the deposits in any country representing the reserves of 
foreign central banks are likely to be highly volatile deposits. Indi¬ 
vidually, the amounts of the deposits are usually large, and such deposits 
are usually concentrated in a few markets, notably New York and 
London. Most of them, furthermore, are demand deposits. Heavy 
pressure for gold redemption (namely, purchase of gold standard 
reserve drafts) often arises suddenly, perhaps from an economic or 
political crisis, so that the heavy calls upon gold reserves cannot always 
be anticipated by the depository banks. If the crisis should be inter¬ 
national in character, the strain upon gold reserves deposited in a 
world money market would be still further aggravated. It was this 
sort of drain on London that was the immediate cause of the break¬ 
down of the gold standard in England in the autumn of 1931. Two 
generations ago, the eminent British economist, Walter Bagehot, after 
saying that recently London had become the sole great settling-house 
of exchange transactions in Europe, added, “and we may reasonably 
presume that in proportion as we augment the deposits of cash by 
foreigners in London, we augment both the chances and the disasters 
of a run upon England.” 

Another phase of the problem is the claim that funds in a foreign 
market will always be administered with primary reference to the 
needs of that market rather than to the needs of the country which 
deposited the funds. These needs are sometimes in conflict. India, for 
example, with its qualified gold exchange standard, normally has very 
large reserve funds in the London market. The immediate interest of 
the London market as to discount rates, sale of Council Bills, and 
other financial policies may be very different on occasion than those 
of India in relation to India’s enormous reserves. This has been the 
source of vigorous criticisms on many occasions by Indian economists 
and financiers. For example, S. V. Doraiswami a few years ago said:* 

The three hundred and fifteen millions of Indians do not exist for the benefit 
of London bankers. . . . This manipulation of India’s exchange and currency, 
not for the benefit of India, but solely for the benefit of London joint-stock 
bankers, exchange bankers and bullion dealers, should no longer be tolerated. 

Then there is the matter of political risk. A country naturally hesitates 
before locating its gold reserve—^the foundation-stone of its currency 
and credit system—in a foreign country. What would happen, it asks, 
if the country in which our gold reserve is located should go to war 
with us? Would it not at once seize our gold reserve and bring down 
* Indian Financey Currency and Bankingy pp. 36-37. 
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in a crash the currency and credit structure built upon it? The ex¬ 
periences of the Great War are not very reassuring on this point. It is 
a point that has been frequently stressed in discussions of the gold 
exchange standard for China. Of course, this danger does not apply 
in the case of a colony or dependency which keeps its reserve in the 
mother country, and it has little weight in cases where danger of war 
between the two countries is remote. 

FUTURE OF THE GOLD EXCHANGE STANDARD 

The gold exchange standard has certain very decided merits, of which 
economy is the most important. It also, as we have just seen, has certain 
real shortcomings. Its future is in doubt. Probably, however, it will 
continue to be used extensively by smaller states and by colonies and 
dependencies, and will be to a large extent given up by the great nations 
of Europe. The practice followed by many countries on the qualified 
gold exchange standard—for example, Germany, Poland, and Colombia 
(from 1923 to 1930)—of requiring a certain proportion of the gold 
reserve to be kept physically in the form of gold will probably be in¬ 
creasingly followed in the future. It is, moreover, desirable that the 
peculiarly volatile character of deposited foreign gold standard reserves 
be recognized both by law and by banking practice. Banks holding 
such deposited reserves should be required to maintain against them 
larger percentages of reserves than they are required to hold against 
ordinary domestic deposits. As in the past, these reserves will be 
deposited chiefly in commercial banks, rather than in the central bank, 
because of the all-important fact that commercial banks can pay interest 
on such deposits, while it is generally considered unsound banking 
policy for a central bank to pay such interest. 
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CAPITALISTIC PRODUCTION, TIME AND THE 
RATE OF RETURN 


FRANK H. KNIGHT, University of Chicago 


I. INTRODUCTORY 

The theory that capital reflects and quantitatively corresponds to the 
length of time over which certain “factors of production” (called 
“primary”) are applied to their ultimate use—^by being employed to 
create capital instruments as “secondary” factors—may be said to 
have been originated by Jevons, popularized in a crude form by Bohm- 
Bawerk, and refined by Wicksell, It is of course widely held, notably 
as the basis of the theory of the business cycle and its control promul¬ 
gated by Professor Hayek, as well as numerous other cycle theorists. 
On examination, the theory is found to involve a number of fatal con¬ 
fusions. At least, it can be defended as true only under assumed 
conditions so divergent from the basic facts of modern economic life 
that there is a strong presumption against employing it fruitfully as a 
tool of analysis. 

Historically, such a theory grows naturally out of the “classical” 
conception of production and of the role of capital in production, 
which may be sketched as follows: Production is carried on by labour, 
which is supported by capital and applied to land. A fixed amount of 
capital supports a fixed amount of labour.* Each year labour uses up 
the capital produced in the previous year, and reproduces it to support 
production the following year. Capital is thought of as food, or food 
and raw materials, originating in agriculture. Labour which does not 
reproduce the capital it consumes is “unproductive.” This theory 
carried with it the wage-fund doctrine, which in its simplest form 
assumed that the entire income-less-rent of society is paid out each 
year to labour, thus making capital, annual income (apart from rent), 
and the wages-fund virtually identical, capital’s share in income being 
regarded as negligible. More developed conceptions of the fund, 
straining at consistency with a subsistence theory of wages and a 
residuum for capital, cannot be considered here. 

The filiation from its forerunner of the theory that capital reflects 
the length of the production process is not evident in Jevons’s state- 
• See especially Ricardo’s explicit statement, Conner ed., p. 59. 
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ment, but is very clear in Bohm-Bawerk^s defence against the accusa¬ 
tion of being a wage-fund theorist.**^ What Jevons and Bohm-Bawerk 
do to the Ricardo-Mill theory of distribution and of capital is essen¬ 
tially to drop the assumption of a natural annual cycle in production 
and the corresponding fixity of proportions between labour and capital, 
and to make the quantity of capital (for a given quantity of labour 
and land) a linear function of a variable production period. Under the 
original conception of the production process, this is logical. If it were 
true that labour produced capital, which in turn supported labour (or 
supported and “assisted” it), it would take twice as much capital to 
support a two-year production cycle as one of a single year —a fixed 
scale of living for labourers being still assumed! Then, if it were a general 
technological principle that the longer production cycle gave a greater 
yield, in accord with some functional relation, a rate of return on capital 
could be deduced from the relationship. 

That this is a false view of the nature of the co-operation between 
labour and capital and that such a theory of capital and its return is 
consequently fallacious, it is the main task of this paper to explain, 
in the detail possible in its compass. The chief theses are two: First, 
the relation in production between capital (consisting of non-human 
productive agencies) and labour is a strictly mutual, co-ordinate, and 
simultaneous relation; neither “factor” is in any way “primary” or 
prior to the other. Second, there is no productive cycle, or length of 
production period, which has determinate length or meaning. In the 
“stationary” view, the productive equipment of society, material and 
human, yields want-satisfying services which are consumed as they are 
rendered. In the historical view the creation of the productive system 
itself, including labourers as well as capital instruments, which in turn 
include “land,” has been a cumulative, uninterrupted process of the 
hen-and-egg sort, going back as far as we care to trace it; in this process, 
moreover, all productive instruments existing at any time, including 
labourers, have participated on a joint co-operative basis. 

II. THE TIME DIMENSION IN THE BASIC ECONOMIC CONCEPTS 

Since there are no terms of unambiguous meaning available for 
exposition in economic theory, the main argument must be approached 
by way of definitions. It is particularly important to have explicit 
and reasonably appropriate terms for the main steps or stages in the 
* See Positive Theory^ final chapter. 
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economic process, and in connection with them to avoid some con¬ 
fusions regarding the time dimension, (i) To begin with, the con¬ 
ception of economic behaviour includes two phases or stages, the 
maximum utilization of a given environment and activity leading to 
improvement in the environment. We shall use the expression 
“stationary economy” to refer to the former. Under the second are to 
be included only acts which come under the notion of economy in 
the broader sense of maximizing return from given resources through 
correct allocation among competing alternatives of use, in contrast 
with changes which have to be treated “historically.” (Economy in 
the different sense of correct technique in manipulating resources, 
which excludes error and uncertainty, is taken for granted.) (2) The 
end of all economic activity, which in a mechanical theory is treated 
as its cause, is zcanUsatisfactioJiy a change of state in an economic subject, 
produced and maintained over some period of time, by (3) some direct 
economic agency, either a person or thing. The use of a direct agency 
is called (4) consumptiofi from the standpoint of the process, and (5) a 
service, with reference to the “object,” or what is consumed. 

(6, 7, 8) Wealth, Value, and Income. —Consumption and service 
have a time dimension; each is a rate. Different kinds of service are 
reduced to a common denominator in harmony with the prices at any 
time by the expenditure choices of each consumer. But the com¬ 
parisons made privately by individuals become objectified, so that it 
is possible to speak of measurement only through purchase and sale 
in a market. Purchase and sale are almost never continuous, but rather 
take place as “events” at a point in time. What enters into exchange 
and gets measured is, therefore, not a flow as such, but an absolute 
quantity, in fact the “value’' of a right to some stream of service of 
some magnitude over some time period. Thus arises the conception of 
wealth, the distinctive attribute of which is value. The primary economic 
reality is consumption income; but since wealth is what is generally 
measured, we must have a name for the stream of service defined in 
terms of wealth, by reinversion, as it were. The resulting conception is 
consumption-income, a stream of exchange value, which must therefore 
be defined dimensionally as wealth divided by time, or, accurately, the 
derivative of a wealth magnitude with respect to time. (A broader 
conception of income will be noticed later.) 

The basic magnitudes of economic theory stand in the same 
relationship as those of current-electricity or of light; the primary 
magnitude is a flow or intensity, with a time dimension; quantity is a 

L* 
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derived concept. A quantity of current-electricity has meaning only 
as current-times-time, or integral of current over a time interval, i.e, 
ampere-hours. A quantity of light or illumination can be conceived 
only as a certain intensity maintained for a certain time, to be expressed 
in candle-power-hours. There is no such “thing*’ as electricity or 
illumination “existing” at a moment of time as there is such a thing 
as water, which exists whether it flows or not. So in economics, wealth, 
to begin with, has intrinsically the two dimensions of income and time. 
“Logically” it is immaterial whether the relation is stated in this way 
or whether income is given the dimensions of quantity, i.e. wealth 
and time, but it is vital to understand the “real” relationship. So much 
is true, “to begin with”; wealth is income-times-time, or an integral 
of income over time. But in economics the relation is further enor¬ 
mously complicated by the fact that time enters in another way, the 
summation being relative to the point in time at which, or from the 
standpoint of which, it is made. Only future income, of course, can have 
value at any time, and the amount of value depends on the distance in 
the future of each separate moment of the income-stream being valued. 
Thus the process of integrating is subsumed in a more elaborate relation 
called discountings or in the common case, “capitalization.” The nature 
of the operation and the underlying causal relations will be discussed 
later (Part III). 

Notes on Wealth and Income. — {a) The most familiar mode of occurrence of 
wealth is in the shape of some object capable of rendering service in some form 
or forms; but it may consist of purely abstract claims, (h) It may be argued 
that wealth is desired for mere possession and not for the sake of an “income.** 
But possession itself is dimensionally a form of income, even if no other use 
is made of the wealth. Wealth is “kept** and not merely “obtained.** A real 
difficulty for theory is the necessary assumption that it is kept for some known 
reason and not as a provision against contingencies, or as a speculative play¬ 
thing. (c) The period over which an object yields consumption income is not 
necessarily that of its own existence as an object. Much confusion has un¬ 
doubtedly arisen from taking the eating of food as the type of consumption. 
Even if the eating be thought of as instantaneous, the enjoyment clearly is 
not; theoretically, it is a mechanical accident that we eat intermittently rather 
than continuously. And most direct economic goods have considerable dur¬ 
ability, and render their services over a corresponding period, {d) In the case 
of an “indirect** agency—one used in manufacture, or otherwise, to make 
other goods—the entire stream of consumption service or income which gives 
it value may accrue during an interval, long or short, far remote from that of 
the life, long or short, of the agency itself, (e) Every agency, direct and indirect 
alike, is used jointly with an indefinite number of other agencies, in a relation 
of co-operation more or less important. Consequently the service of any one 
must be separated from that of others by “imputation.** (/) It is convenient 
to have a unit of value, which wc may call the cent. But it must be understood 
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as a unit of value merely, abstracting from other properties of an exchange 
medium. Use as a medium, or as a store of value, causes theoretical distur¬ 
bances ; in the absence of uncertainty, people could largely avoid the interest 
expense of possessing money, and its velocity of circulation would rise in¬ 
definitely. 

Notes on Quantification, — {a) Different wants and different kinds of services 
satisfying wants form two identical lists; economic,wants are wants “for** 
the services bought to satisfy them, being known and measured only by the 
latter, (h) It will be seen that there are two systems of quantification, indi¬ 
vidual comparisons which bring each individual *s estimate of goods and services 
into accord with prices and exchanges in the market. Competition is assumed 
to set such prices as lead to maximum mutual advantage in economic activity 
for all parties to the system. At equilibrium, equal exchange values (all cent*s- 
worths) represent equal “want-satisfying power** to each individual taken 
separately; but this does not imply equality of anything except exchange value 
as such as between different individuals, {c) The quantification of “costs of 
production,** involving relations between money costs and other magnitudes, 
does not call for discussion here. 

(9) The chief centre of confusion in the treatment of economic con¬ 
cepts, particularly as regards the time dimension, is the notion of 
production. The root of the difficulty is in the distinction betw^cen the 
stationary economy and historical growth, which appears as a confusion 
between two meanings of production, the rendering of consumption 
services and the creation of agencies for rendering such services. The 
conventional treatment of production (in the literature in English) 
derives from the classical school, through Mill, with more or less modi¬ 
fication. Mill began by considering production as the effect of labour, 
went on to insist that what is produced is “utility,’’ and distinguished 
three kinds of utility. The first kind is embodied in (non-human) 
objects, the second in persons, and the third is not embodied at all, 
but consists “merely” in the rendering of a service (by a person, of 
course). Utilities embodied in things are of the now familiar three kinds, 
“form,” “place,” and “time” utilities. Mill concluded by defining 
production as the creation (by labour) of an increase in wealth.* The 
confusions here are numerous and involved. In the first place it becomes 
impossible to maintain any consistent relation between production 
and consumption, but that point must be passed over for the moment. 
(Mill nowhere discusses consumption, except to separate “productive” 
from “unproductive” consumption, in the sense of his definition of 
production.) 

More fundamentally, there is confusion among three hoses of 
distinction between kinds or conceptions of production, namely: 
{a) what is produced, {b) the agency which produces, and (c) the 

* Book I, ch. iii, sec. 4. 
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process itself. Regarding the last, it need only be remarked that the 
distinction between form, place, and time utility properly has to do 
with the manner of producing and not with what is produced. Under 
{a) we encounter the central fallacy, hinging on the time dimension. 
Production as rendering service (‘‘utility’’) must not be confused with 
maintenance, replacement, or increase of wealth, which consists of 
agencies for rendering future service. The notion of production as 
“producing” productive agencies runs into the second base of confusion 
named, and necessitates glancing at the conventional classification of 
“factors of production.” (It is to be remembered, however, that these 
are treated in the literature, not as types of agency rendering con¬ 
sumption service but as themselves producing “wealth.”) 

The “tripartite” classification of “factors” results from separating 
human beings from other agencies and then dividing non-human 
agencies into two classes, those given by nature and those artificially 
created. Kinds of entity are here confused with elements or properties. 
It will be true of any concrete specimen, whether human or non¬ 
human, that some of the qualities which give it value are “natural,” 
others “artificial,” in the loose, common-sense use of terms. This 
distinction must be more fully noticed later. Again, human beings are 
certainly produced in the economic process, and at a cost. But it is no 
doubt advisable, on human and institutional grounds, to make a general 
distinction between them and non-human agencies. In a free society 
human beings are not exchanged, hence get no definite value, and, 
partly in consequence of this fact, are not produced under “economic” 
conditions. In any case, the classical conception of production naturally 
was not applied to things assumed to have been given by nature, nor 
to human beings. 

The fundamental confusion is that between production as the 
rendering of consumption service (at some rate) and the creation of 
some (absolute quantity of) new capacity to render such service. Some 
modern writers who follow Mill’s conception of production define 
consumption to correspond with it, i.e. as the “destruction of utilities” 
(in wealth). Some add the rendering of personal services to the forms 
of production, or forms of utilities produced, falling into the main 
confusion in grouping together magnitudes of different dimensions. It 
would seem that the best way to avoid such error would be to keep 
rigidly to the conception of consumption as the enjoyment of service, 
and that of production as the rendering of consumption service, regard¬ 
less, in both cases, of the type of agency involved. 


332 



CAPITALIST PRODUCTION, TIME AND RATE OF RETURN 

But it is also necessary to have a concept which covers both the 
production of current consumption services (consumption income) 
and the creation of new wealth. (Maintenance of existing wealth is 
included in the production of consumption income, since we are not 
in this paper concerned with the problems of a retrograde society.) 
This necessity arises from the fact that while wealth essentially means, 
or “is,” discounted future consumption service, the realization of this 
service is not an automatic occurrence but an economic problem. The 
two activities of creating wealth and making it yield income are fre¬ 
quently carried on by different persons or groups, co-ordinated through 
pecuniary relations. In consequence, the two activities or processes 
have to be separately dealt with in the accounting. An increase in 
wealth is “income” in the accountancy sense for the interval in which 
it occurs, even though no final value has been realized. The use of the 
word “income” in this sense is firmly established, and error is to be 
avoided only by the use of modifiers or context making the meaning 
clear. It may be referred to as money incomes. It represents power to 
consume, which may be exercised currently, or used to create wealth, 
i.e. “invested.” When referred to its source instead of its recipient, 
“income” is synonymous with other terms, such as “yield,” and 
“rental,” and further ambiguities arise. In using these it is necessary 
to make it clear what they include, if anything, above nety perpetual 
incomey after full provision for maintenance and replacement of the 
source, as well as various operating expenses. 

Notes on Consumption, —(a) Surely the case against treating consumption as 
consumption of wealth is clear. Such usage makes no provision for personal 
services—^unless human beings are both classed as wealth and held to be 
consumed, “used up,*^ in proportion to the services they render. More im¬ 
portant is the non-correspondence between using and using up in relation to 
wealth itself. Only in the case of an object “consumed” instantly could there 
be identity between the two. Most agencies have a service life more or less 
independent of the rate of use, and under the most economical rate of use a 
life anywhere from zero to infinity. At the latter extreme, of course, consuming 
the service has no connection whatever with using up the agency. In general, 
the relationship is a phase of our central problem, the quantitative relation 
between wealth and consumption income, to which we immediately turn. 
{b) Conceptually there is an important distinction between consumption for 
want-satisfaction and maintenance or increase of the productive capacity of 
the consumer or dependent persons; but the obvious impossibility of making 
a quantitative separation forces inclusion in consumption of all expenditure of 
service capacity upon human beings. And for reasons similar to those just 
indicated in connection with production, investment must sometimes be 
included in consumption. 


333 



ECONOMIC ESSAYS IN HONOUR OF GUSTAV CASSEL 

III. CAPITAL AND THE RATE OF RETURN 

Capital (tenth in our list) may be defined briefly as identical with 
wealth, but thought of in relation to the consumption stream of which 
it is the capitalized value, not simply as a quantity of exchange value. 
The first principle of “capitalization” is that of a uniform rate of income, 
through time, for every wealth item, under competitive conditions. 
Any item which represents an income lower than that of any other 
item of equal value will be exchanged for the latter, and differences 
eliminated. 

The second basic fact is the open opportunity to invest (imme¬ 
diately, money; finally, productive services), plus the further condition 
that much net investment is actually being made, all the time, in every 
competitive economy of which we have any historical knowledge (and 
the present paper relates only to such a situation). In this world, that is 
to say, the same agencies (in considerable part, which is all the argu¬ 
ment requires) which yield consumption services can be used, and in 
large measure constantly are used, instead to create capacity to yield 
such services, in greater quantity (rate multiplied by time or integral 
over time), but of course at a later date. Investment of money income 
means that consumption income, of some magnitude, for some period 
of time, is sacrificed, and “wealth” obtained instead. Two questions 
are raised: {a) How much wealth is obtained for a given investment 
of money income (sacrifice of consumption income) ? and {b) How much 
wealth represents a given future (money) income ? But the answer to 
the first question answers the second also. 

The third fact is that under such conditions, any time segment of 
(money) income due at any future interval is economically equivalent 
to a uniform^ perpetual income, beginning the moment the decision is 
made to convert the one into the other. The owner of such a prospective 
income can extend it back to the present by borrowing from the stream 
of new saving of the system as a whole, and can extend it beyond its 
original terminus into the future without limit by investment, with 
corresponding reduction in its volume over the original interval. 
Moreover, in a society in which net accretions to wealth through 
investment are being made, every income from wealth is in essence 
perpetual. If any individual who has made an investment decides to 
“eat it up,” no real inverse conversion of income into wealth is involved, 
but only a reduction of the net conversion of income into wealth, 
coming out of the investment being made by others. 
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Using the concept of a uniform, perpetual income, it is a simple 
matter to derive the rate of return, which is of course the rate of ‘‘interest’’ 
where loans of money are in question. Assume an individual in pos¬ 
session of such an income, of any size, n units per year. Let him decide 
at a certain moment to “abstain” from consumption and invest his 
income for exactly one year, and at the end of the year to begin again 
to consume, with his income enlarged in a certain ratio by the invest¬ 
ment. This ratio is the rate of interest per annum. For the value of a 
perpetual income, the amount of wealth it represents will be in pro¬ 
portion to its size; hence the ratio by which the income can, under 
existing technical conditions, be increased by investing instead of con¬ 
suming is the ratio by which wealth can be increased by being allowed 
to accumulate, and this is the ordinary definition of interest. Analy¬ 
tically, the rate is the slope of the curve showing the growth through 
time of an income being invested instead of consumed, plotted on a 
logarithmic or ratio scale. In a social system in which income can be 
and is invested, the rate at which income will be discounted is the rate 
at which it can be accumulated under existing technical conditions of 
investment. 

Notes on the Interest Rate. —(a) The equality of the rate of discount to the 
rate of accumulation may be used to derive the rate in another way. Any 
money income (a uniform rate in time) is accumulated algebraically for any 
period of construction at an unltnown rate of return, and the future income 
which the resulting capital instruments will yield is discounted at the same 
unknown rate back to the same point in time; the two expressions are equated 
and the equation solved for the rate. The algebraic procedure may either take 
the anticipated income-segment as liquidated in a finite period or convert 
it into a uniform perpetual income, by deducting an adequate depreciation 
charge, with the same result. The expressions are mutually convertible by a few 
steps of simple algebra. But, as noted, it is the perpetual income which ex¬ 
presses the facts, in a society where there is growth, and where no liquidation 
of the system as a whole is anticipated. 

{h) It does not matter whether the individual in saving and investing 
expects his investment to be permanent or to last a thousand years or a day; 
so long as he counts on being able to realize by selling, and so long as the 
society forming the capital market actually brings forth new net savings to 
absorb any conversion of wealth into income, all investments w^ll be made 
on the basis of converting income for a limited period into perpetual income. 

(c) Interest is of course identical with the rent on capital goods, less perpetual 
maintenance; the whole problem of the rate is that of the valuation of capital 
goods. 

{d) The rate of interest is essentially “determined** by “cost of production** 
in the only sense in which cost is ever said to determine price, i.e. “alternative 
cost.** The resources which would yield a certain consumption income are 
used instead, for a certain interval, to yield wealth, which in turn will 
yield and represent a certain perpetual income. The sale value of the 
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capital goods is determined by this cost of production, which itself includes 
interest, so that it is necessary to set up an equation with the rate in all the terms 
and solve for the rate as the unknown, if the relations are to be correctly 
expressed. It should go without saying that the value of a capital good already 
existing, when conditions have changed or the original investment was not 
made correctly, is the cost of producing an equivalent item, the least costly 
item which will yield the same net perpetual income from the moment. The 
physical form of the two items is not in question in any way. A competitive 
rate of interest assumes an investment market, in which all investments made 
at the same time are made at the same rate, the maximum to be had under the 
technical conditions obtaining. It is clear, too (recurring to “land”), that it 
is immaterial whether any existing item has been created at a cost equal to 
its value or any other cost; but it is just as evident that, under conditions of 
competitive economic behaviour, no valuable object will come into the pos¬ 
session of an individual except through his incurring a cost equal to its value. 
(This has nothing to do with the natural history of the object, nor with the 
social need for it, nor the social necessity of the cost incurred.) 

Cost determines price only under the condition that supply is infinitely 
elastic in comparison with the demand. This holds for the case of capital, but 
correct statement must avoid certain pitfalls. The problem is the valuation of 
capital goods, i.e. of future perpetual income. The supply of capital goods is 
the demand for savings, and is indefinitely elastic, because capital goods are 
indefinitely producible at substantially constant cost. Likewise the demand 
for capital goods is the amount of saving, which depends on individual choices 
between saving and spending. The supply of savings, conceived in the only 
proper way, as the rate of flow into the investment market, in response to various 
rates of interest, is certainly inelastic, quite possibly inversely elastic, under 
some conditions, if not on the whole. Obviously there are narrow limits to the 
fraction of income which will be saved in response to any rate of interest, and 
obviously the amount (rate) of saving depends much more on social and insti¬ 
tutional factors than on the rate of interest. 

The idea of a supply curve for capital, of appreciable elasticity at a moment, 
involves the same confusion of dimensions stressed throughout the paper 
between a quantity and a rate. Saving can only be conceived of as a rate. If 
saving depends on the interest rate, and if it varies in the same direction as the 
latter, that means that the rate of accumulation of the flow of new savings into 
investment is a function of price. The actual supply in the market at a moment, 
if it has any meaning at all, is a fixed quantity, and the momentary elasticity 
is zero. The supply of capital itself at a moment is zero if the situation is correctly 
pictured as an equilibrium between rates of flow. Or the supply of capital in 
the market may be considered (subject to sufficient interpretation) as the entire 
existing social wealth. This at any instant is simply what it happens to be. No 
interest rate can increase or decrease it without waiting for some time to elapse 
(referring to actual wealth; the numerical expression, dependent on the value 
unit and capitalization rate, is not in point here). In either view, the elasticity 
of demand for savings (supply of future income) is indefinitely large in com¬ 
parison with the elasticity of supply of savings (demand for future income)— 
given frictionless flow of savings, i.e. of productive power, into investment, 
i.e. capital construction. 

If accumulation were to proceed at a higher rather than a lower rate, and 
(/"numerous “other things” did not happen which are in fact certain to happen, 
and which raise the demand curve for capital, then the interest rate would 

336 



CAPITALIST PRODUCTION, TIME AND RATE OF RETURN 

fall more rapidly in the course of time. At any moment it is fixed solely by the 
quality of investment opportunity open; this is merely to say that those who 
invest do so ‘‘intelligently,** at the highest rate which is to be had. No change 
in the rate of flow of capital into the market can affect the investment possi¬ 
bilities instantly or, in fact, very rapidly. The crude data which are available 
indicate a demand curve such that a high rate of saving would be necessary to 
bring the rate of return down in a generation to half its level at the beginning 
of that generation, even under the impossible assumption that the demand 
curve would remain stationary. In any case, the rate could never possibly fall 
to zero; a zero rate would require that all commodities into which capital 
entered in any way were free goods. Furthermore, there is no ground for 
arguing that the rate ever would, or would not, come to an equilibrium at 
any point, so that no further net additions would be made to capital. 

(e) Net accretions to capital involve no assertion as to changes in the total, 
since the unit of value and/or the interest rate may change. 

Notes on Consumption Goods ,—Every piece of wealth is productive, in 
the sense that it embodies a perpetual income at a uniform rate on the wealth 
quantity. The notion of consumers* goods reflects a confusion of three sets of 
qualities, among which there is no theoretical coincidence. But perhaps it may 
not give rise to error if the term is used for items which are at the same time 
{a) ordinarily owned by the user, (6) used directly, and (c) short-lived. The 
first quality raises a major difficulty in economic analysis, the question of how 
much self-service is to be included in economic production and consumption 
and in economic income. Ideally, the line should be drawn between items 
thought of in pecuniary terms by the consumer and those whose production 
and consumption is not so motivated. “Of course,** self-service includes use of 
objects which one owns, as well as the personal self-service of individuals, 
and unpaid services of members of a family to the group. 

IV. THE TIME LENGTH OF THE PRODUCTION PROCESS 

We turn now to examine the question of the length of the process in 
the concrete. In this regard also it is without meaning. Suppose that 
one is figuring on a contract to produce a million units of a new product, 
all to be delivered on a certain day and with no prospect of further 
sales. We assume that the farther in the future the delivery date is set 
(within relevant limits) the more cheaply one can fill the order (abstract¬ 
ing from the possibility of prohibitive storage costs), and also that a 
part of the longer period would be used in making “intermediate goods.” 
But it is an error to interpret the facts as an increase in the length of 
the process of producing the commodity, in the sense of the theory 
being criticized. Two facts upset any calculation of the length of the 
process, or of the increase in its length. The first is that the new equip¬ 
ment goods especially constructed for the job will be made with the 
co-operation of a very considerable part (if not ultimately all) of the 
capital wealth, as well as labour power, in existence when the enterprise 
is started. 
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The second fact is that even under the most extreme assumptions 
as to the uniqueness of the project, the liquidation of the equipment 
after completion of the contract will involve turning back into the 
production stream of society as a whole a large fraction of all the 
wealth-value tied up in it—^and the more certainly the definite liquida¬ 
tion date is foreknown the larger, and not smaller, this fraction will be. 
The production period has no beginning and no end, unless, as already 
suggested, the date of the end of the world is known from the beginning, 
and the entire social economy prepares from the beginning for the 
liquidation—^under which condition the rate of return would be con¬ 
siderably modified! 

A correct theory of capital-return makes it clear that the “durability 
of capital goods” has “nothing to do with the case.” All capital is, in a 
growing society, inherently immortal, and we need not speculate as 
to what would happen if society as a whole decided to “liquidate.” The 
amount of wealth contained in any object or other wealth item is the 
capitalization of a perpetual income, the remainder of ordinary imputed 
income after provision for maintenance and replacement in perpetuity. 
If one capital item is more durable than another, the depreciation charge 
will be less, but that is only one dimension in capital quantity and taken 
alone tells us nothing. A net addition to investment may quite well involve 
the substitution of less durable for more durable capital goods^ if at 
increased first cost the rental value of the new instruments is increased 
over the old in greater ratio than the annual replacement charge. As a 
matter of fact, there is no such thing as an average durability of capital 
goods. Presence of a single infinite item makes the average infinite 
(though short-lived items might still be replaced with long-lived); 
but even with strictly infinite items excluded, it is apparent that the 
average has no necessary relation to the total quantity of capital and 
hence none to the computed average turnover, found by dividing annual 
replacement into total capital. The total capital is defined in terms 
of the interest rate, and cannot be used as a datum in explaining the 
rate. 

The situation appears somewhat paradoxical. On the one hand, 
the use of “more time” in capitalistic production, and its connection 
with the use of more intermediate goods, seems evident; on the other, 
it is impossible to find any actual period between activity and enjoy¬ 
ment of its fruits, with either the less or the more capitalistic process. 
In the abstract, however, such a paradox is not very profound. It is 
possible to add to either zero or infinity without being able to speak of 
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a definite increase, and on examination it will be seen that it is precisely 
these two conceptions which have meaning as the time-length of the 
production process. The root of the difficulty is the contrast between 
the stationary economy and economic growth, between utilization 
of capacity and creation of capacity, emphasized throughout the 
argument. 

In a stationary economy there is no interval between production 
and consumption. The rendering of service and enjoyment of service 
rendered are simultaneous and equal. Regardless of the amount or 
durability of “agencies” used in economic life, direct or indirect, the 
existing productive system, functioning as an organic unit, throws off 
during any short interval of time the consumption services enjoyed 
during that interval, and at the same time maintains itself without 
increase or decrease, including in maintenance provision for replace¬ 
ment, without interruption, of all equipment items of limited life. The 
human organisms, in their capacity of economic instrumentalities, are 
an integral part of the existing equipment of service capacity, and the 
statement as made applies to them as it does to non-human objects, 
“animal, vegetable, or mineral.” (Note.—^With reference to a stationary 
economy it is fallacious to assert that “wages are paid out of capital” 
—and “of course” all other service remunerations are in the same 
position.) 

When growth by investment occurs, there are, as suggested, two 
possible ways of conceiving the time relations of the fact that a certain 
amount of productive capacity has been used over a certain interval 
of time to create additional capacity, instead of being used to produce 
income currently consumed. First view: Some part of the capacity 
in existence at the beginning of the growth interval, but including all 
kinds of agencies, indiscriminately, can be viewed as “primary,” in 
somewhat the sense of the Jevons-Bohm-Bawerk-Wicksell theory, 
and can be said to be applied to the production of “secondary” instru¬ 
ments, which yield some increment of perpetual income stream begin¬ 
ning at the end of the interval. As soon as the process is finished, the 
new capital is indistinguishable from the old, and the distinction between 
primary and secondary becomes meaningless. In the act of growth, 
“waiting” can be said to be involved, both during the interval of con¬ 
struction itself and at least for such time thereafter as is required for 
the new capital to yield a total of consumption equal to that which was 
sacrificed in creating it—roughly twenty years if the interest rate is 
5 %. But just as clearly there is no determinate time interval between 
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the creation of any capital increment and the enjoyment of its product; 
the time is infinite. And the length of the production process with 
reference to conditions both before and after the interval of growth 
is zero. 

Second view: The productive capacity in existence at the beginning 
of a hypothetical interval over which growth occurs may not be taken 
as given (“bygones for ever bygone”), but may be viewed as the inter¬ 
mediate “product” of antecedent economic activity, a momentary 
cross-section of a fund of capacity continuously expanding down through 
past historical time through the use of part of its energy for that 
purpose instead of use in production for current consumption. In 
this case the antecedent production process is infinite in length, unless 
it is assumed to have started at a finite volume miraculously or in some 
sort of discontinuity or transformation from a previous non-economic 
state. And, similarly, any new increment of wealth coming into use at 
any time will go on producing for ever. 

In short, it is impossible to impute any unit of product, in the 
shape of consumption in a particular time interval, to any time-segment 
of productive activity if between the production and the consumption 
in question the creation of any intermediary agency intervenes. All 
that can be imputed to an increment of productive activity is an 
increment of perpetual income stream; and conversely, an increment 
of consumption bounded in time can be imputed only to an endless 
stream of past activity, if the creation of the capacity to produce is 
included in the production process. 

Defining consumption and production correctly, from the stationary 
economy standpoint, as respectively the enjoyment and the rendering 
of enjoyable service, the two are equal and simultaneous. In a growing 
system the creation of new capacity of course yields to the party 
concerned during the given interval a money income indistinguishable 
from that obtained by the production of current consumption service. 
But this income is invested by him or someone else as it is produced, 
i.e. it is converted into another income which is inherently perpetual, 
unless society as a whole goes into complete or partial liquidation. The 
human cost of the new perpetual income is “abstinence” rather than 
“waiting”; it is the result of a certain rate of non-consumption over a 
certain interval of elapsed historical or chronological time, which interval 
is added to the infinite past, taken from the infinite future. In this 
interval, society as a whole shifts to a new basis. There is no relation, 
except that of the discounting process, between productive activity 
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invested in growth during any interval and what happens in any 
finite interval thereafter. 

There is no sense in which the use of more capital in production 
can be interpreted as meaning a longer production process or more 
time, except that the creation of more capital cannot happen instantly. 
The amount of time it will actually take to make a certain amount of 
investment, by converting consumption income into capital, depends 
simply on the rate of saving. It is not affected by any physical conditions 
surrounding investment. The form of investment may be influenced 
by technical facts of the relation between speed of construction and 
cost of construction in different lines, and it is conceivable that such 
facts might influence the general rate of saving. But apart from such 
an accident there is no connection between the amount of capital and 
the time required to build it. Any amount of capital may be created 
in any period of time, just as any amount of capital may be embodied 
in forms having any durability or turnover period. 

It is not in point here to make applications of the theoretical con¬ 
clusions reached, or to correct the cycle theory based on the erroneous 
doctrine criticized; but, in conclusion, certain actual or possible sources 
of confusion may be mentioned, (i) There is no doubt some empirical 
correspondence between growth of capital and its embodiment in 
more durable forms and also the splitting up of production into more 
“stages.” (2) Such changes may carry with them a more inflexible 
specialization of capital on the whole, making redirection of production a 
slower process, but this is more likely to be the result of technical advance 
than of capital accumulation as such. (3) Growth may be associated 
with an increase in the construction period (“gestation” period), so 
that more rapid investment, absorbing more rapid saving, will involve 
more pushing of duplicate or parallel lines. (4) Combinations of these 
conditions may mean that, in connection with the growth of capital, 
investment becomes more speculative, with the consequence that serious 
maladjustments are more likely to occur and less easy to correct; but 
other changes in the character of production are probably more important 
than changes in amount or form of capital in making investment 
speculative. (5) It is not apparent, to the present writer, at least, that 
the theory of the nature of capital is involved in, or sheds light on, the 
question of the causality of the waves of expansion and contraction of 
the flow of savings into investment which constitute a major aspect 
of booms and depression. Of course the fact of time-lag in adjustments 
is a general mechanical cause of oscillations, and this fact has appli- 
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cations in particular lines of investment. That it applies to total invest¬ 
ment is a result of the synchronization of diverse oscillatory tendencies; 
this synchronization is perhaps the basic phenomenon of the cycle 
affecting industry at large, and its explanation can hardly be sought 
elsewhere than in the currency field. 
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PAPER CURRENCY AND MONETARY POLICY 

IN SWEDEN 

KARIN KOCK, Stockholm 

Twenty months have now passed since Sweden abandoned the gold 
standard in September 1931, and during this period the country has 
had ample experience of the difficulties which are inherent in a 
managed currency. The conditions under which the monetary authori¬ 
ties have been working have been exceedingly troublesome and difficult, 
and outer events have in many instances made it impossible to carry 
on a definite line of policy. The Swedish experiences offer, however, 
many points of interest, and I will therefore in the short space of 
this article attempt to give a brief account of the economic and financial 
events which caused Sweden to give up the gold standard, and of the 
development during the twenty months that have passed since then. 

The economic factors which made it impossible for Sweden to 
withstand the financial pressure in the summer of 1931 can be traced 
back to previous years. The depression which started in the United 
States in 1929 did not reach Sweden until late in 1930. In spite of the 
growing difficulties for the export industries and the slowing down 
of industrial activity after the foregoing boom, the position of Sweden 
was then much better than in most other countries, and even in 1931 
the purchasing power of the great mass of the people had hardly been 
reduced. This fact in connection with the heavy fall in import prices 
had far-reaching effects on the foreign trade. 

Imports into Sweden consist to a great extent of commodities 
that were particularly exposed to the heavy fall in world prices 
which started in 1929, and on the Swedish market imported goods 
consequently became subject to greater price reductions than other 
goods. From December 1929 to August 1931 import prices were thus 
reduced by 33 %, while export prices fell only 20 % and commodity 
prices in general 19 %. This change in relative prices did not fail to 
influence the demand, and, with purchasing power well maintained, 
imports remained on a relatively high level. Exports, on the other 
hand, were diminishing more rapidly, because of the industrial depres¬ 
sion abroad. In 1931 the decrease in exports assumed serious propor¬ 
tions. In the first eight months of the year it reached such high figures in 
comparison with 1930, as 55 % for iron ore, 39 % for timber. 10 % for 
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pulp, 42 % for butter, etc. The fact that exports were thus decreasing 
rapidly, while imports remained relatively stable, or, at least, did not 
fall in the same degree, explains the continuously growing surplus of 
imports. The deterioration of the balance of trade was, in fact, a result 
of the relatively favourable trade conditions prevailing in Sweden in 
comparison with most other countries. 

In 1930 the import surplus was more than covered by the invisible 
items, such as freights, net income from investments abroad, etc., 
and, in addition, the balance of payments resulted in an excess 
income of Kr. 100,000,000 to be invested abroad. During the same year, 
however, Sweden imported securities for a net amount of not less 
than Kr. 337,000,000. This exportation of capital could not have 
been possible if there had not been a capital movement in the opposite 
direction, which took the form of foreign deposits in Swedish banks. 
It was mainly during the first six months of that year that foreign 
deposits were increasing, owing to a flight of capital from certain 
European countries. The result was an ample supply of foreign exchange, 
which was partly used for increasing the foreign exchange reserve of 
the Riksbank, but also for the financing of investments abroad. Sweden 
was thus borrowing on short term, but lending on long term. 

In the beginning of 1931 the inflow of short term capital got a new 
start, and it continued unabated during the following five months. 
At the end of May foreign deposits in Swedish banks had reached an 
amount of more than Kr. 400,000,000, a considerable amount for the 
Swedish money market. This import of capital made possible not only 
the growing surplus of imported commodities but also a considerable 
exportation of long term capital. No reliable figures are available 
regarding the amount of capital thus exported. Purchases of securities 
from abroad were counterbalanced by corresponding sales, but, on the 
other hand, it is known that at this time the Kreuger concern had to 
make big payments abroad which were financed by Swedish banks. 
Previously, the concern had been able to finance its loans to foreign 
countries, over and above the money obtained through issues of 
securities, by credits obtained on foreign markets. It was only when 
the trade depression made it impossible for the concern to get further 
help or to get the old credits prolongated that they had to have recourse 
to Swedish banks. The first loan was obtained in February 1931 and 
a second loan three months later. This money was used for the purchase 
of foreign exchange, and these demands meant a heavy strain on the 
foreign balances of the country. The result was a decrease in these 
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balances of more than Kr. 100,000,000 in spite of the inflow of foreign 
deposits. 

The position of the Swedish foreign exchange market was thus 
very unstable, when the Austrian and later the German banking 
crisis broke out. The German “Stillhalte’’ agreement meant for Sweden 
that short term credits granted to Germany by'Swedish banks to an 
amount of Kr. 90,000,000 became frozen. Moreover, the exchange 
regulations, introduced by Germany, and the growing mistrust among 
foreign capitalists, caused the foreign depositors to withdraw their 
money from the Swedish banks. During the three months June, July 
and August the banks therefore lost more than Kr. 300,000,000 in 
deposits. The banks had no difficulty, however, in meeting this demand, 
but the consequence was that the foreign exchange reserves of the 
country were depleted and the power of resisting a future crisis con¬ 
siderably reduced. 

In the summer of 1931 the direction of the monetary capital 
movements turned, and from having been a capital-importing country— 
the import surplus having been paid by the inflow of short term money— 
Sweden became an exporter of capital, in spite of a deficit in the balance 
of trade. In ordinary times an import surplus which is balanced by 
an import of capital is nothing abnormal. But to pay for the imports 
by means of short term foreign money, which can be withdrawn at 
short notice, and, moreover, to use part of this money for fixed invest¬ 
ments abroad, was to provoke future difficulties. The ample supply 
of money during the spring also prevented measures from being 
taken to adjust the trade balance, and when the discrepancy between 
the monetary capital movements and the movements of commodities 
became obvious it was too late to prevent the crisis. As might have 
been expected, the increase in the discount rate from 3 to 4%, which 
was made in July, had no effect on the withdrawal of deposits. 

It is, however, doubtful whether any increase in interest rates could 
have prevented the outflow of money. Even if people did not exactly 
anticipate a breakdown of the gold standard, they had grown suspicious 
of the financial development, not only in Sweden but in other countries 
as well, and in many instances they were forced by legal restrictions 
in their own country to repatriate their foreign holdings. In order to 
obtain an adjustment of imports and exports of commodities to the 
changing conditions it would have been necessary to impose high 
interest rates and stringent credit restrictions with a view to depressing 
prices on the internal market and to reducing costs of production. 
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Only by measures of this kind could imports have been made less 
profitable and the competitive power of the export industries have 
been fortified. A necessary condition for the success of such a policy 
was, however, that nothing should happen which would aggravate 
the situation and that Sweden could obtain a foreign loan for bridging 
over the transition period, which had to be rather long. There is, 
however, no doubt that the result could only have been obtained at 
heavy cost. 

The declaration made by the Bank of England that the gold 
standard had to be suspended settled the fate of the Swedish crown. 
It is true that Sweden did not follow suit immediately, and that the 
Swedish Minister of Finance shortly afterwards made a public state¬ 
ment to the effect that Sweden would do everything in its power to 
maintain gold payments, but this must be seen in the light of the 
widespread belief that it would be possible to carry through successfully 
the loan negotiations which were going on abroad. As a measure of 
defence the official discount rate was raised twice from 4 to 6 %, and 
to prevent an importation of securities the Stock Exchange was closed 
already on the 21st of September. These measures were, however, 
palliatives and could not stop the crisis. The loan negotiations failed, 
and in face of the panic run on the part of foreign depositors and 
the growing nervousness in the country, which led to heavy with¬ 
drawals of gold from the Riksbank, the authorities had no other choice 
than to follow Great Britain. One week later than the Bank of England, 
on September 27th, the Riksbank was exempted from its obligation 
to redeem its notes in gold and the exportation of gold was prohibited. 
During this week, and chiefly during the last days of the week, the 
Bank had lost Kr. 70,000,000 in gold and foreign exchange, and the 
foreign exchange reserve was nearly exhausted. The attempt to save 
the gold standard had thus considerably reduced the strength of the 
Riksbank and weakened its position. 

The suspension of gold payments was followed by a declaration 
by the Board of the Riksbank and the Minister of Finance regarding 
the monetary policy of Sweden. According to this statement, the 
monetary policy was to aim at maintaining, by every possible means, 
the internal purchasing power of the Swedish currency. It is true that this 
statement was rather vague, but it is nevertheless of interest, since it 
is the only instance in which a definite pronouncement has been made 
by a government as to the standard that was to replace the old gold 
standard. Other measures adopted at this time disclose the fact that 
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what the authorities were most afraid of was an inflation of prices. 
Thus, the oflicial discount rate was raised to 8 % in order to stop an 
anticipated speculation in commodities and foreign exchange. The 
Board of the Riksbank declared at the same time that this measure 
was meant to prove the firm intention of the Bank to maintain the 
internal purchasing power of the currency. 

This declaration regarding the monetary policy of the Bank was, 
as already mentioned, very vague and could be interpreted in many 
ways. The first elucidation that had to be made referred to the 
meaning of “the internal purchasing power of the currency.*’ Which 
set of prices had to be considered in regulating the value of money? 
This question being settled, the problem remained open whether the 
price level of September 1931 should be regarded as the “normal” 
price level which should be stabilized, or whether we should go back 
to some earlier date. If the developments of the past twenty months 
were to be taken as a proof of what the Riksbank originally intended 
to do, the conclusion must be drawn that the intention was to keep 
the cost of living stable and to preseiv^e the level ruling in the autumn 
of 1931. The Bank also started immediately the compilation of an 
index showing the fluctuations in prices of those commodities and 
services which enter into the consumption of the people. From the 
beginning it was thus taken for granted that the standard of the monetary 
policy should be the purchasing power of the “krona” in the hands 
of the consumers. It was, in fact, at this time a tacit assumption in all 
discussions of this question that major fluctuations in the cost of living 
should be hindered by all possible means. The motive w'as that changes 
in the cost of living create social evils and, moreover, that labour conflicts 
ought as far as possible to be avoided. For the export industries it was 
essential that costs of production should not be increased, since 
export prices are determined by international factors and cannot 
be directly influenced by Sweden’s internal policy. 

The monetary declarations which were made during the following 
months show the gradual change in public opinion as to the 
monetary situation. In the Finance Bill introduced in the Riksdag in 
January 1932 the Minister of Finance repeated his statement of 
September 1931, but he added that this policy did not exclude certain 
adjustments of wholesale prices. This is the first sign that the authorities 
were beginning to abandon their fear of any increase in prices. Shortly 
afterwards, in February, the Board of the Riksbank made a pronounce¬ 
ment on the policy they were following. They stated that in maintaining 
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the purchasing power of the currency they did not aim at keeping the 
average level of retail prices absolutely stable. A rise in prices of 
import and export commodities which was caused by the rise in foreign 
exchange rates should, in their opinion, be allowed without a corre¬ 
sponding decrease in the prices of home products. The opposite 
policy would only lead to an aggravation of the crisis, and the policy 
of the Riksbank should therefore aim at maintaining the prices of home 
products and services on a stable level, and it was expected that such 
a policy would hardly cause any changes worth mentioning in the 
cost of living in comparison with 1931. On the other hand, the Board 
emphasized that in order to stabilize trade conditions they had to take 
regard not only to the level of prices but also to other factors, such as 
the industrial productivity and stocks of commodities in different trades. 

In leaving the gold standard Sweden thus had an opportunity of 
carrying on an independent policy. The fall in prices was also checked, 
but the upward movement which came as a first effect was soon changed 
into a tendency in the opposite direction. The price index of the Board 
of Trade rose from 107 in September to iii in December 1931, but 
during the following months it showed a slightly falling tendency. 
Export prices moved in the same direction: after a rise from iii to 113 
they again began to fall. The rise in import prices which took place 
during the first months was far less than might have been expected 
in view of the rise in foreign exchanges. Moreover, the upward move¬ 
ment was soon stopped and import prices remained for the first six 
months practically unchanged. The price level for home products 
remained a little below the level of September 1931. 

The conclusion to be drawn is that the fall in gold prices, which 
continued unabated, and the world-wide depression, which checked 
the demand for our export goods, in conjunction with the import restric¬ 
tions imposed in certain foreign countries contributed towards counter¬ 
acting the effect of the rise in the foreign exchange rates on prices in 
Sweden. The rise in import prices which actually took place was 
compensated by the fall in export prices and, to a less extent, by a fall 
in prices for home products. The credit policy of the Riksbank ought 
to have been much more liberal in order to create a rise in prices, 
but there were a great many circumstances that made the Board 
extremely cautious. 

Firstly, as was stated later on by the Banking Committee of the 
Riksdag, it is inevitable that a policy which in the first instance aims at 
checking an undue inflation of prices will act as a pressure on prices. 
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As mentioned above, the fears of an inflation led the Riksbank to 
increase its discount rate to 8 % in September 1931. This abnormally 
high rate was maintained till the 8th of October, when a reduction of 
I % was made. By steps the official rate was further reduced to 5 %, 
which rate was reached on March 4, 1932. The Riksbank has been 
severely criticized for making these reductions too slowly—^the high 
rate of 6 % was, in fact, maintained for four months, from October 19, 
1931, to February 19, 1932—^to the detriment of industry and trade. 
The Riksbank has, however, defended its policy by referring to the 
strained conditions on the foreign exchange market. 

It is true that our relations with foreign countries were rather 
critical during the winter and the spring. The immediate effect of the 
decision to abandon the gold standard was a heavy rise in foreign 
exchanges. The sterling rate was thus raised from 14-50 to 17-85 and 
the dollar rate from 3*75 to 4*80. After a temporary fall a new increase 
took place during November. The balance of trade was still extremely 
unfavourable, and fears of impending import and foreign exchange 
restrictions made importers anxious to cover their requirements in 
advance. At the same time certain big payments had to be made abroad, 
and the consequence was a great demand for foreign exchange, while the 
fall in the external value of the “krona’’ made exporters reluctant to take 
home their foreign balances. The foreign exchange reserve of the Riks¬ 
bank was too small to permit of any intervention on the market, and 
therefore, after an unsuccessful attempt to stabilize the sterling rate at 
18*15, the Riksbank made an agreement with the commercial banks to 
the effect that credits for the purpose of financing imports which were 
not absolutely necessary, as well as speculative transactions in com¬ 
modities and foreign exchange, should be restricted. The crisis on the 
foreign exchange market was thus overcome and conditions became more 
quiet. At the end of the year the sterling rate had fallen to 17*94 
the dollar rate to 5*29. The Riksbank, moreover, had also been able to 
increase its foreign balances from the minimum of Kr. 19,000,000, 
which was reached in November, to Kr. 49,000,000. This reserve was, 
however, still inadequate for meeting a new crisis. 

The rise in foreign exchange rates and the credit restrictions 
influenced the balance of trade in a favourable direction. The surplus 
of imports diminished in comparison with 1931, but this improvement 
was not sufficient to create equilibrium, even if the invisible income 
items are taken into account. The deficit was partly covered by a sale 
of foreign securities, caused inter alia by the rise in the exchange 
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rates on countries still on a gold standard. This means that during 
this period capital was imported through the disposal of a part of our 
holdings of foreign securities. 

It is possible that the gradual improvement on the foreign exchange 
market would have led to a more liberal credit policy on the part of 
the Riksbank and to greater liquidity in the banking system if the 
collapse of the Kreuger concern, in March 1932, had not thrown 
Sweden into a second severe crisis. 

The first effect of this event was an increase in foreign exchange 
rates, but a more serious result was that it impaired the liquidity of 
several banks and made the remaining banks extremely cautious in 
their credit policy and increased their desire to improve their liquidity. 
The strain on the money market prevented the Riksbank from following 
the downward course of short term interest rates which at this time 
took place abroad, and it is evident that this had a depressing influence 
on prices and trade conditions. Moreover, certain payments which 
had to be made for the regulation of some large foreign acceptance 
credits aggravated the situation on the foreign exchange market, and 
the sterling rate rose in April to its maximum for the year, 20*60. As 
in the autumn, the low reserve of the Riksbank prevented the Bank 
from intervening on the market. Its activities were reduced to smaller 
operations for adjusting minor movements in the exchange rates, and 
its efforts were concentrated on creating an adequate foreign exchange 
reserve for future requirements. 

At the end of May this second crisis had also been overcome, 
a reduction in the official discount rate to 4J % could be undertaken 
and the sterling rate was stabilized at 19 *50. The early summer months 
constitute a border between two periods with regard to monetary 
conditions. During the first period the fears of an inflation and of such 
increases in the exchange rates as would overthrow all possibilities 
of controlling the market made the Riksbank over-cautious in its 
monetary policy, with the effect of a continuous pressure on prices. 
Even if certain industries could take advantage of the rise in exchange 
rates, which checked foreign competition, industrial conditions on the 
whole became worse and unemployment increased. 

The hopes that the abandonment of the gold standard would make 
it possible for Sweden to manage internal prices and to hinder a further 
deterioration in trade conditions were therefore not fulfilled. Critics 
of the Riksbank were not wanting, and they came to the forefront in 
the debate on the monetary policy in the Riksdag on May 7, 1932. 
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In its report on the management of the Riksbank during 1931 
the Banking Committee of the Riksdag had made certain comments on 
this policy. It was discussed whether there was any possibility of 
fixing the external value of the currency, but such a policy was found 
impracticable under present conditions. The country's best policy 
would be to regulate the internal value of the currency as had been 
done during the past months. The Committee emphasized, however, 
that the previous declarations were not clear enough on this point 
and that a more precisely defined aim was needed. It is interesting to 
note the change in opinion that had taken place since September 1931, 
and which finds expression in the statement of the Committee that 
it was just as important to check a further deflation as to hinder the 
dreaded inflation of prices. The original monetary programme did 
not, however, exclude a certain reflation of wholesale prices as long 
as the cost of living did not change considerably. It was therefore 
not necessary to keep the price level of home products stable, but 
a moderate increase could be allowed within the limit mentioned above. 
But the Committee also called attention to the fact that the monetary 
policy could not exclusively and schematically be governed by certain 
price indices, but, as the Board of the Riksbank had pointed out, other 
factors must be taken into account as well. The object in view was a 
trade improvement, and the needs of industry and trade must be one 
of the most important factors in forming the monetary policy. The 
views of the Committee on this question were approved by the Riksdag. 

The Committee did not take up for discussion the problem of 
the means to carry out the recommendation to the Riksbank of raising 
prices. They only mentioned that it was a desideratum that interest 
rates should be as low as possible, but on the whole it was taken for 
granted that the normal monetary weapons of the Riksbank were 
sufficient for starting the upward movement. The developments during 
the past year have proved that this view was too optimistic. 

The summer months brought about an improvement in credit 
conditions. The position of the banks became more liquid; their re¬ 
discounting at the Riksbank diminished gradually, and from a high 
point of Kr. 308,000,000 in March 1932 the amount of rediscounted 
bills fell to Kr. 40,000,000 one year later. Bankers* balances at the 
Riksbank increased rapidly, and amounted in April 1933 to the unusually 
high figure of Kr. 113,000,000. The official discount rate was reduced 
by steps from % to 3 J %, which rate has been ruling since the end 
of August. At the turn of the year a further adjustment of the banks* 
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loan rates were made as a result of negotiations with the savings banks. 
The above-mentioned credit restrictions were formally repealed in 
August. It is true that the banks, as always during periods of trade 
depression, are very cautious with regard to new credits, but they do 
not apply any general credit restrictions. The money market has thus 
become extremely liquid, and from this point of view favourable con¬ 
ditions have been prevailing for an extension of credits and an increase 
in purchasing power. It is only the demand for new credits that has 
been lacking. 

With regard to the foreign exchange market the position has 
improved considerably. A preliminary estimate of the balance of trade 
seems to indicate that imports and exports (including invisible items) 
now balance each other. On the other hand, sales of foreign securities 
continue on a big scale and have resulted in an ample supply of foreign 
exchange, which has been taken up by the Riksbank. Rough estimates 
of the balance of payments show that the importation of capital which 
characterized the earlier period has stopped. The exportation of 
securities has resulted in an increase in the foreign exchange (and 
the gold) reserve of the Riksbank, which means that part of our foreign 
holdings have changed their character and become more liquid. 

The fluctuations in exchange rates were during this latter period 
determined by external conditions more than by any changes in the 
country. The improvement in the position of the Riksbank gave the 
Bank greater possibilities of intervening, and, on the whole, the Bank 
has been a seller of foreign exchange when the rates have been rising, 
and a buyer when the rates have been falling, thereby smoothing out 
the fluctuations. Moreover, the Bank has been aiming at adjusting 
the sterling and dollar rate of the “krona'' in such way as to prevent 
the heavy fluctuations in the dollar rate of the pound sterling during 
the winter and spring from making themselves felt only on one side. The 
fall in the sterling rate (in dollars) in November last year was thus 
reflected on the Swedish market partly by a fall in sterling, partly by a 
rise in dollar, and when the opposite movement took place this year, the 
Riksbank followed the same principle. 

The previous stability of the sterling rate was thus abandoned in 
order to prevent too heavy fluctuations in the dollar rate, and the 
motive for this policy was the desire of the Bank to attain as stable 
conditions as possible on the foreign exchange market. Since the 
foreign trade of Sweden is spread over many countries it is considered 
undesirable to fix the exchange rate on one country. “The needs of 
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industry and trade** require stability as far as possible, and the Riksbank 
can thus find support for its foreign exchange policy in the statement 
made by the Banking Committee. 

With regard to prices, the development has not gone in the direction 
recommended by the Banking Committee and the Riksdag. So far 
from a revival of prices having taken place, there has been a fall in 
prices since the autumn of 1932, in Sweden as well as on the inter¬ 
national markets, and this fall is characteristic of all groups of com¬ 
modities, import commodities as well as export commodities and home 
products. It has not been enough, as the Banking Committee tacitly 
assumed, to lower discount rates and make the money market easy— 
the Riksbank*s heavy purchases of foreign exchanges have contributed 
to the easier conditions in the money market and have thus had the 
same effect as open market operations in the American or English sense. 
In spite of the favourable conditions there has been no rise in prices: 
one necessary factor has failed, namely an increase in the demand for 
new credits, which should have led to an increase in purchasing power. 

In this situation the discussions on the means available for alleviating 
the crisis more and more centred round the problem of public works 
and their economic effects. The idea that such works, besides their 
social aim, could be used for improving trade conditions and raising 
prices is also in the background of the Government programme of 
spending about Kr. 160,000,000 on public works. It was felt, how¬ 
ever, that a more definite pronouncement on the monetary policy had 
to be made, and for this purpose an expert committee was appointed 
in April 1933 to advise the Government on the course to be followed. 
The report of this committee is rather interesting. They do not recom¬ 
mend any new line of policy, but their direct pronouncement that 
a moderate rise in wholesale prices is the object of the rnonetary policy 
irrespective of the development abroad is much more precise than the 
vague declaration of a year ago that a rise in wholesale prices should 
be allowed. In the spring of 1932 it was still believed that a rise would 
come about if only credit conditions were made easier and the supply 
of money increased. Now it is seen more clearly that special efforts 
have to be made in order to raise prices. This change in attitude has 
had another consequence, namely, that it has become necessary to 
discuss the problem of the meanSy and this question has, in fact, assumed 
great proportions in the proceedings of the committee. 

The discount rate is now 3^ %, and great efforts are being made to 
bring about a reduction in the rate to 3 %. It is probably only a question 
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of time before the decrease takes place, but it is not probable that 
in the present situation it will have any great effect on the demand 
for new credits. It will lessen the interest burden of old debts which 
is of importance for farmers and industrial undertakings, and it will 
support other measures for the purpose of creating an increase in 
purchasing power. Lower interest rates are a necessary condition for 
raising prices, but they are not sufficient in themselves. 

Open market operations, on the other hand, would only increase 
the balances of the banks at the Riksbank. These balances are already 
high enough to allow a credit expansion, and it is hardly probable that 
a further rise would have this effect. Failing an internal demand which 
the bankers think it advisable to satisfy a greater liquidity would 
probably only lead to short term investments abroad. The banks are, 
moreover, anxious to maintain their liquid position in view of the 
change in the character of the fixed deposits, which now comprise 
greater amounts than usual of what is, in fact, short term money, and 
they are therefore reluctant to invest their surplus money in loans. 

The efficiency of the monetary weapons of the Riksbank has thus 
proved to be less than in normal times—a fact which has been stated by 
the Board of the Riksbank in the written demand to the Government that 
the exemption from gold payments be prolongated after June 15, 1933,* 
and which has been taken by the Board as a proof that it is very unlikely 
that anything can be done to raise prices. In this situation the majority 
of the committee have found that the financing of the Government 
programme of public works could be made in such forms as to promote 
the object of the monetary policy—a rise in prices. Firstly, increased 
taxation which would encroach on the supply of capital for private 
enterprises has to be avoided. This leads to Government borrowing on a 
big scale even for purposes which as a rule are not financed by loans. 
Moreover, borrowing should be made in such a form that a strain on the 
money market is avoided. Short term borrowing by means of treasury 
bills or one to two year bonds would probably absorb the capital which 
is seeking but cannot find employment under present conditions. 
The effect should be an increase in purchasing power through a more 
rapid circulation of the means of payments available. 

But in the last instance, according to this point of view, the Riksbank 
ought to take an active part in the financing by taking over Govern¬ 
ment securities, not by purchases of old securities in the open market, 

* This exemption is only granted for a short period and prolongated from time 
to time. 
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but directly out of new issues made by the National Debt Office, the 
proceeds of which would be used for the payment of wages, the purchase 
of materials, etc., at the public works. It has been strongly emphasized 
that this method of Government finance would in normal times be 
extremely objectionable. But the situation is so critical that everything 
must be done to check the deflation, to increase employment, and to 
raise prices. Only by creating purchasing power and making this 
purchasing power effective by means of the public works can the 
desired rise in prices be attained. 

Some of the members of the committee have been somewhat scepti¬ 
cal as to the effect of these measures on prices. Owing to the fact that 
industry is working at far less than its normal capacity and that 
nearly 200,000 workers are unemployed, it is believed that the result 
would only be an increase in employment. But this would in itself 
be of such great importance to industry and trade that it justifies the 
unusual measures. 

As to the foreign exchange policy, the committee declared that the 
Riksbank should aim at promoting an adjustment of exchange rates 
to the changes in the internal purchasing power of the currency, since 
if it is of importance that the activities of the Riksbank in all spheres be 
adapted to the main line of policy to be pursued, the reflation of prices. 
But, on the other hand, the committee has strongly condemned a foreign 
exchange policy which aims at a depreciation of the external value of 
the currency in order to obtain commercial advantages, a policy that 
has been pursued by certain countries. 

In the Government Bill laid before the Riksdag on May 27th, 
regarding a prolongation of the exemption for the Riksbank from gold 
payments, the Minister of Finance made a declaration on the monetary 
policy. In this declaration he has followed the lines of the monetary 
committee, and without going into details he has pointed to the active 
co-operation of the Riksbank in the financing of the programme of public 
works. He finds the possibilities of the Riksbank to influence prices 
greater than the Board has intimated, and emphasizes that these possi¬ 
bilities ought to be used for attaining the object in view. 

But he also has pointed out that, just as the deflationary forces in 
the autumn of 1931 were underrated, there might be a tendency in 
this situation to underrate the inflationary forces which a change in 
international trade conditions might create. He has therefore stressed 
the necessity of counteracting every tendency for prices to rise higher 
than it is intended they should do. 
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Another point of great interest in the report of the committee 
and in the declaration of the Minister of Finance is the great emphasis 
laid on the co-operation between the monetary authorities and all 
official and private institutions in order to promote the realization of 
the monetary programme. We have here one of the most important 
elements in the monetary policy of a country with a managed currency, 
namely, that this policy cannot be isolated from the economic and 
financial policy of the country in all its aspects, but that the measures 
of all the different Government and private institutions must be brought 
into harmony with each other and concentrated into one concerted 
effort for attaining the common object. The rise in prices is not in 
itself anything to struggle for. The final object to pursue is to overcome 
the depression and to bring about an improvement in the economic 
conditions of the country. 

Note. —^This article was written at the end of May 1933. Since then the 
money market has become still more easy, and as was expected the official 
discount rate has been lowered to 3 per cent. The commercial banks did not 
immediately follow the example of the Riksbank in view of the competition 
from the savings banks. In August the plethora of money and the rapid increase 
in their balances at the Riksbank caused some of the big banks to reduce deposit 
rates, leaving loan rates, however, unaltered. The Government programme of 
public works has been held up by a labour conflict in the building trades. The 
standstill in these important trades is one of the causes of the easiness of the 
money market. Another important factor is the increase in the supply of foreign 
exchanges due to the favourable development of the balance of trade and the 
sales of foreign securities. The trend of prices has lately been upwards under 
the influence of the rise of international prices, and there are signs of a trade 
improvement in the big export industries. 
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LA REVOLUTION DEMOGRAPHIQUE 

ADOLPHE LANDRY, £cole des hautes Etudes, Paris 

Cette revolution est un des grands faits de Tepoque contemporaine 
— marquee par ailleurs, on le sait, par tant de decouvertes, de creations 
et de changements dans les domaines de la science, de la technique, 
des institutions, des doctrines et des croyances —. 

Considerons TEurope. Depuis le debut du i(f siecle, la population 
de celle-ci s’est accrue, la France exceptee, selon un rythme beaucoup 
plus rapide que celui des temps precedents, bien que TEurope ait 
largement contribue au peuplement de quantite de contrees: les ^tats- 
Unis et le Canada, TArgentine et le Bresil, TAfrique du Nord fran^aise 
et FAfrique du Sud, TAustralasie, la Siberie. 

J’ai mis la France a part. Si, de 1800 a 1930, la population du 
territoire fran^ais actuel s’est augmentee de 48 %, Faccroissement 
“naturel” a ete moindre, car la France a eu, de 1841 a 1930, 
plus de 3 millions d’excedent de Fimmigration sur Femigration: 
le taux moyen de cet accroissement a ete du meme ordre qu’au 18° 
siecle. 

Mais prenons FAngleterre. Celle-ci, avec le pays de Galles, comptait 
8,893,000 habitants en 1800, et 39,948,000 en 1930: c’est une augmen¬ 
tation de 350 %. Si Fon tient compte qu’il y a eu, dans la periode 
consideree, une forte emigration — Fexcedent de Femigration sur 
Fimmigration a 6 t 6 de 3,252,000 entre 1841 ct 1930 —, on voit que, 
par son mouvement naturel, la population anglaise aurait sans doute 
quintuple au cours de cette periode. Rien de pareil, certainement, ne 
s’etait vu dans les siecles anterieurs. 

La population de FEurope entiere, que Fon estime avoir ete de 
188 millions d’habitants en 1800, se montait a 498 millions dans les 
derni^res evaluations: c’est une augmentation de 165 %. 

II est a noter qu’en meme temps que la population europeenne 
augmentait dans une mesure considerable, la condition materielle des 
habitants de FEurope s’ameliorait considerablement aussi: on a estime 
qu’en France, entre 1830 et 1910, le pouvoir d’achat du salaire courant 
avait k peu pres double. Et Fameliorations’estproduite par rapport aux 
besoins alimentaires — contrairement aux vues qu’avait developpees 
Malthus — tout comme par rapport aux autres. L’accroissement de la 
productivity — du principalement aux progrfes inouis ryalises par la 
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technique — a-t-il contribu6, comme facteur ou comme condition, 
a Taugmentation accelir^e de la population? Ne nous batons pas de 
vouloir repondre k cette question — que nous pourrons retrouver par 
la suite—: attachons nous, pour - Finstant, aux faits d6mographiques 
dont le mouvement de la population, en tant que “naturel,’’ est la 
resultante, k savoir la mortalite et la natalite. 

La mortalite, depuis le debut du 19® siecle, a accuse en Europe une 
forte baisse. 

En France, le taux de la mortalite — qui semble avoir et6 d’environ 
33% vers 1770-74 — etait de 26,1 dans la periode 1811-20, et de 
seulement 16,3 en 1930. En SuMe, aprfes avoir eu 27,4 dans la periode 
1749-60, on retrouve 27,9 en 1801-10, pour descendre i 11,7 en 1930. 
En Angleterre, on passe de .22,4 en 1841-50 k 12,3 en 1931; en Alle- 
magne, de 26,8 en 1841-50 k ii,i en 1930. Pour la Russie d’Europe, 
les taux sont 34,1 en 1891-1900 et 18,9 en 1928. 

A la verite, les taux ‘‘bruts” de mortalite ne donnent pas une idee 
juste des situations: c’est qu’ils subissent Tinfluence de la distribution 
de la population par ages, laquelle est trfes variable, et qui ne serait 
vraiment normale que si elle etait conforme a la “table de survie,” 
dress^e pour le moment que I’on considere. Si en Hollande, en Australie, 
le taux brut de la mortalite est inferieur k 10 %o, ce qui signifie qu’il 
y meurt chaque annee moins d’un centieme des habitants, gardons 
nous de croire que la duree moyenne de la vie y depasse cent ans; 
si dans le Saskatchewan, dans ITdaho on a des taux de 7,2, 7,1, ce 
n’est pas que les hommes y vivent en moyenne 140 ans; mais on a, 
dans ces pays, une proportion elevee d’adultes jeunes, qui meurent 
peu, une proportion faible de vieillards et d’enfants du premier Sge, 
qui meurent beaucoup. 

Ce qui permet de bien apprecier la situation d*une collectivite au 
regard de la mortalite, c’est la duree moyenne de la vie, F“esp6rance 
de vie” ouverte au nouveau-n^, si Fon suppose que les taux de mortality 
existant, au moment de sa naissance, pour les differents Sges de la vie 
demeureront constants. Cette esp^rance de vie ^tait, dans le sexe 
masculin: 


en France 

. de 52,2 ans 

vers 1920-25 

centre 38,3 ans 

vers 1825 

en Angleterre 

SS»6 

1920 

39>9 

184s 

en Allemagne 

56 

1925 

35.6 

187s 

au Danemark 

60,3 

1925 

42,6 

184s 


Pour le sexe f^minin, elle est sup6rieure de 2, 3 et 4 ans selon les pays. 
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Dans rinde, cependant, la duree moyenne de la vie, calculee pour le 
sexe masculin, etait seulement de 22,6 ans en 1905. 

Pour ce qui est de la natalite, nous voyons qu’en France elle est 
descendue, depuis le debut du 19® si^cle, ou mieux depuis la fin du 
regne de Louis XV, d’une maniere k peu pres' continue. Aprfes avoir 
6t6, semble-t-il, tout prfes du taux de 40 %o vers 1770-74, elle se 
trouvait etre de 31,8 dans la periode 1811-20, et elle s’est abaissee 
jusqu’a 17,3 en 1932, la descente n’ayant guere ete interrompue que 
par des paliers, dont le plus long correspond au second empire. 

En Suede, on etait, comme taux de natalite, a 36 en 1749-60, a 
30,9 en 1801-10; on remonte k 34,6 en 1821-30, apres quoi une pente 
bientot regulifere conduit au taux de 14,5 en 1932. 

Voici maintenant des pays oil la natality a subi un grand declin a une 
epoque r^cente. En Finlande, on avait le taux de 45 en 1751-60, 36,3 en 
1810-10, 38,2 en 1821-30, 37 encore en 1871-80, et 19,5 en 1931. En 
Belgique, le taux etait de 33,5 en 1831-40, de 30,9 en 1841-50; il se 
retrouve k 32,3 en 1871-80, et decline ensuite jusqu’a 18,2 en 1931. 
En Hollande, on monte de 33 en 1841-50 a 36,2 en 1871-80, pour 
descendre ensuite k 22 en 1932. En Angleterre, on monte d’une 
maniere analogue 35,4 en 1871-80, et Ton n’est plus, en 1932, qu’a 
15,3. En Allemagne, on enregistre 39,1 en 1871-80, ct 15,1 en 1932. 

Dans d’autres pays, le declin a commence plus tard, et est alle 
moins loin. En Italie, pour la periode sur laquelle on est renseigne, 
le maximum, 37,8, est atteint en 1881-90; on est a 23,6 en 1932. En 
Roumanie, on a atteint 42,8 en 1911-12, pour descendre a 35 en 1930. 

Les chifFres qui viennent d’etre cites sont instructifs, et edifiants. 
Mais pas plus que les taux bruts de mortalite, les taux bruts de natalite 
ne permettent la juste appreciation de la realite demographique. Pour 
la mortalite, comme il a ete dit, ce qu’il est interessant de savoir, c’est 
la duree de vie que promettent au nouveau-ne les mortalites par ages 
existant au moment de sa naissance. Du cote de la natalite, on calculera 
le nombre d’enfants que le nouveau-ne aura, si les mortalites par 
Sges et les fecondites par Sges demeurent constantes. 

D’apr^s Kuczynski, en France, 1,000 filles nees en 1926 6taient 
destinies a produire 937 filles. A la meme date, le tauxde la “reproduc¬ 
tion nette” etait de 0,89 en Allemagne, de 0,86 en Angleterre, de 0,93 
pour I’ensemble des pays de TEurope occidentale et septentrionale. 
Il 6tait, en 1928, de 0,782 pour TAutriche, en 1930, de 0,858 pour la 
SuMe. 
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Voilk done des pays qui ont encore des exc6dents de naissances — en 
raison d’une distribution de la population par kges qui resulte de la 
pricedente Evolution demographique, et que Ton est fonde k qualifier 
d’anormale—, mais oil la depopulation est virtuellement installee. 

La reproduction nette est deficitaire dans nombre de pays, ce qui 
signifie que les conditions demographiques existant dans ces pays 
n’assurent plus le remplacement des generations. Mais si Ton consid^re, 
au lieu des pays, certaines grandes villes, des taux de reproduction 
bien inf^rieurs, par consequent des deficits beaucoup plus forts 
apparaitront. Le taux de la reproduction nette etait, en 1930, de 0,365 
k Stockholm, en telle sorte que, dans cette ville, le remplacement des 
generations n’est plus assure qu’k raison d’un peu plus du tiers. 

Une pareille situation n’est point sans precedent. La depopulation, 
comme resultat du declin de la natalite, sevissait dans la Gr^ce au 
temps de Polybe, qui en a temoigne. Elle a sevi aussi dans ITtalie antique. 
Mais dans ce qui se passe k notre 6poque, nous trouvons des carac- 
t^ristiques qui sont nouvelles. 

La “denatalite” a affecte, dans Pantiquite, certains pays, quelques 
provinces de Pempire romain. Elle presente, de notre temps, une 
generalite beaucoup plus grande. En attendant qu’elle affecte Phumanite 
entiere — ce qui apparait comme une probabilite du futur: car la 
civilisation contemporaine, dont la denatalite est, peut-on dire, un 
produit, tend k devenir universelle —, il n’est pas aujourd’hui un pays 
de population europeenne ou on ne Pobserve. La Russie d’Europe, 
en 1928, avait un taux de natalite de 43,8, k coup sur tres eleve. Mais 
elle avait, anterieurement, depasse 50; elle etait k 49,2 en 1891-1900. 
Et en 1928, si le taux etait de 43,8 pour Pensemble de la Russie d’Europe, 
il etait de 34,2 pour PUkraine, de 26,5 pour les villes de PUkraine, 
de 19,2 pour les quatre plus grandes de ces villes, de 17,9 k Odessa:' 
on voit Ik, selon toute vraisemblance, les commencements d’un 
changement qui est destine k s’etendre k toute la Russie. 

La deuxieme caracteristique k relever, e’est la rapidit6 qu’accuse 
Pabaissement de la natalite, et Paccel^ration que Pon constate d’une 
fa9on generale dans ce mouvement, lorsqu’on en compare le rythme 
dans les pays ou il est plus ancien et dans ceux ou il est plus recent. 

Si, en France, le taux de la natalite est descendu de 31,8 en 1811-20 
k 17,3 en 1932, e’est, en 115 ans, une baisse de 14,5 points, et de 45 %. 
Mais en Allemagne, en passant de 39,1 en 1871-80 k 15 en 1932, 
e’est en 57 ans seulement une baisse de 24,1 points, et de 62 %. En 1912 
encore, la natality allemande etait au taux de 35,1: elle a done baisse, 
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depuis cette date, de 57 % en 20 ans, c’est-i-dire de plus de moitie 
dans un espace de temps moindre que Tintervalle de deux generations. 
A Berlin, elle a baisse comme de 5 ^ i dans Tespace d’i peine un peu 
plus d’un demi-siecle. Dans TUkraine, la natalite a baisse de 42,7 a 34,2, 
soit de 20 %, de 1925 a 1928, en trois ans; elle a baisse dans le meme 
temps, k Odessa, de 30,8 a 17,9, soit de 42 %. Ainsi, certaines moeurs 
s’etant generalisees dans quelques pays, par une evolution relativement 
lente, ces memes moeurs, ensuite, se repandent dans d’autres pays par 
Teffet de Timitation, plus rapidement, si vite, parfois, que le changement 
realise apparaitra, avec un peu de recul, comme une sorte de conversion 
collective. 


J’ai indique que le regime demographique qui se propage aujourd’hui 
a travers le monde n’etait point une chose nouvelle dans Thistoire — et 
k ce propos il y a lieu d’exprimer le regret qu’il n’ait pas ete etudie 
davantage dans ces precedents que nous presente Tantiquite grecque et 
latine —. Mais ce sent des regimes tres differents de lui que, jusqu’au 
19° si^cle, Ton rencontre communement. 

Le premier regime k mentionner ici est celui que Ton pourrait 
appeler primitif. C’est celui des etres vivants autres que les hommes. 
II a ete longtcmps celui des society humaines. A notre epoque encore, 
on peut Tobserver dans bien des pays. 

Le regime dont il s’agit est caracterise par le fait que la natalite 
— au moins dans les classes inferieures, e'est k dire les plus nom- 
breuses — y est a son maximum: d’oii il resulte que la population tend 
vers son maximum, et ordinairement s’y trouve etablie. 

La natalite y est a son maximum: pas au maximum absolu, mais a 
celui qui se determine en tenant compte non seulement des facultes 
procreatrices des individus, mais aussi des coutumes relatives a Tige 
du mariage, k la duree de Tallaitement, etc. Ce qu’il faut entendre, 
e’est qu’aucune preoccupation d’ordre economique ne vient restreindre, 
directement ou indirectement, la natalite. Ceci etant, la population 
tendra k se multiplier, elle se multipliera jusqu’Ji ce que les conditions 
de vie, abaissees par cette multiplication, aient fait monter la mortalite 
au niveau meme ou est la natality, enrayant ainsi I’accroissement de 
la population. 

On dit volontiers que dans un tel regime, les classes inferieures sont 
r^duites au “minimum d’existence.” Cette expression risque de creer 
une opinion fausse. S’il faut que Ton parle de minimum d’existence, 
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entendons bien que les hommes qui seront reduits a un tel minimum 
— de meme que les betes, dont c’est le sort d’y etre r6duites — ne 
subiront pas chaque jour des privations extremes. Pour que la mortality 
egale la natality, si abondante que soit celle-ci, il n’est pas besoin 
qu’on en vienne \k. 

Ce qu’il convient surtout de souligner, c’est que le regime d6mo- 
graphique primitif comporte un equilibre: la mortalite, r&ultat de la 
densite de la population, limite son tour cette densite. Ajoutons, 
toutefois, que la determination de Tequilibre dont il s’agit n’est pas sans 
presenter des difficultes. On voudra sans doute laisser de c6t6 les 
catastrophes r&ultant d’evenements exceptionnels, comme un deluge, 
une invasion, une peste noire. Mais s’il y a des epidemies, des famines 
qui reviennent periodiquement, encore que la periodicite n*en soit pas 
tres r^guli^re, et si la frequence de ces accidents est telle que le maximum 
theorique de la population soit rarement atteint, ou ne le soit jamais, 
F^quilibre de la population pourra-t-il etre defini sans tenir compte des 
fluctuations ainsi constatees ? 

Il va de soi que les conditions de Fequilibre pourront changer. 
Le progres technique augmente-t-il la productivite ? Si nous prenons 
les choses en gros, sans discuter sur les differentes sortes de biens pour 
lesquels cette augmentation aura ete obtenue, Tequilibre comportera 
une population plus nombreuse, avec le meme niveau de bien-etre. 
Si des progres de la medecine et de Thygi^ne abaissent la mortality 
autrement qu’en supprimant les epidemies, ou en reduisant la mortalite 
exceptionnelle qu’elles causent, la population en sera egalement accrue; 
mais cette population, devenuc plus nombreuse sans que la production 
ait ete augmentee, paiera d’une diminution de son bien-etre quotidien 
Tavantage obtenu. Si ce sont les Epidemics, les famines que Ton combat 
avec succfes, la population atteindra plus souvent le maximum theorique, 
oil le niveau du bien-etre est moindre que lorsqu’elle est au-dessous de 
ce maximum. 

Voici maintenant un autre regime demographique. C’est celui qui 
a exists en France jusque vers la fin du i8® siecle, et qui, ailleurs, 
s’est prolong^ plus longtemps. Ici la preoccupation ^conomique se 
manifeste au regard de la constitution de lafamille. On pretend — d’une 
maniere generale, s’entend — pour soi, pour les siens, k un certain 
niveau de bien-etre, celui qui correspond k la fa9on de vivre commune 
dans la classe sociale a laquelle on appartient. Il s’agit, en somme, de 
maintenir le niveau de bien-etre auquel on est accoutume, d’empecher 
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que ce niveau ne soit abaiss6 par la multiplication excessive de la 
famille. Pour obtenir ce r&ultat, ce n’est pas k la restriction des naissances 
que Ton recourt: une fois marie, on laisse agir la nature. Mais quand 
une famille est nombreuse, une partie des enfants, surtout si cette 
famille a du bien, ne se marient pas, soit qu’ils entrent en religion, 
qu’ils aillent faire carriere au dehors, soit qu’ils restent dans la maison 
paternelle pour contribuer par leur travail a Tentretien de celle-ci, 
et aider k Teducation de leurs neveux. Beaucoup d’hommes, par ailleurs, 
se marieront, mais seulement apres s’etre assure une situation leur 
permettant d’elever convenablement les enfants qui viendront. 

Je viens de d^finir un deuxieme regime demographique. A la 
definition que j’en ai donn6e, les faits ne correspondront jamais 
d’une mani^re parfaite. Dans le regime demographique primitif, 
il y a un automatisme; Tequilibre resulte d’une chaine de causes et 
d’eflfets ou la volonte de Thomme ne se manifeste pas: la procreation 
sans restriction, le niveau de vie qui en resulte, la mortalite que 
determine ce niveau de vie. Dans le deuxieme regime, le regulateur 
immediat de la population n’est plus la mortalite, mais la nuptialite. 
Ici jouent les calculs de I’homme, tantot se determinant au c 61 ibat, 
tantot retardant T^ge du mariage. Mais la tendance qui inspire de tels 
calculs, cette tendance que j’indiquais comme dirigeevers le maintien 
du niveau de vie accoutume, aura necessairement, chez Tindividu, 
quelque chose d’un peu vague; elle pourra varier selon les individus; 
les calculs qu’elle inspirera aux uns et aux autres ne sauraient aboutir 
exactement, dans rensemble,au r&ultat enonce plus haut. II y a encore 
un equilibre, mais il ne sc realisera que d’une fa^on approximative. 
Comment d’ailleurs, s’il n’en etait pas ainsi, le passage du premier 
regime au deuxieme se serait-il effectue ? 

Supposons une realisation parfaite du deuxieme regime demo¬ 
graphique. Comme dans le premier, les conditions de Tequilibre 
pourront changer. Si des progres de la medecine tendent a accroitre 
la population sans que la productivite augmente, le frein fonctionnant 
du cote de la nuptialite devra agir plus fort, pour empecher cet ac- 
croissement de la population. Si des progres techniques augmentent 
la productivite, la population s’accroitra. La population de la France 
parait s’etre accrue, entre 1700 et 1789, de 23 %: cela correspond 
aux progres techniques interessants realist dans cette periode, 
principalement par Tagriculture. Mais dans les trois premiers 
quarts du 19° si^cle, c’est-i-dire dans une periode plus courte, 
la population anglaise s’est accrue de quelque 175%: c’est qu’il 
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s’agit d’une periode oh la productivite a progress^ k un rythme sans 
pr^c^dent, ou TAngleterre, en outre, a augmente consid6rablement 
les profits qu’elle r^alisait en produisant, en transportant, en commer- 
9ant, en assurant, en finan^ant pour les autres pays. 

Arrivons au regime d^mographique que Ton observe aujourd^hui en 
France, en Su^de, et dans tant de pays. II offre deux caracteristiques: 
une tendance tr^s repandue vers un niveau de vie plus eleve, et d’autre 
part la pratique geniralisee de la restriction des naissances dans le 
mariage, qui permet de dire que la natalite est devenue le principal 
facteur reglant le mouvement de la population. 

De ces deux caracteristiques, quelle est celle a laquelle il faut 
attribuer Tanteriorite ? On sera peut-etre tente de penser que lorsque 
les hommes, ne se contentant plus de maintenir leur situation, ont 
voulu Tameiiorer, c’est 1^ que le “controle des naissances” s’est impost 
k eux; k Tappui d’une telle opinion, on fera remarquer que le celibat, 
le mariage retarde, ne sauraient donner, comme moyens de restreindre 
la procreation, que des resultats limites: des besoins, des necessity 
meme de divers ordres font que la plupart des hommes se marient, 
et se marient k un age relativement peu avance. Mais on pourra soutenir 
aussi que la propagation des pratiques restreignant les naissances 
a ete le premier fait: quand on a vu les consequences ou pouvait 
conduire, quant aux conditions de vie, la restriction des naissances, 
alors le desir d’amdiorer ces conditions s’est substitue a celui de les 
maintenir. Disons que la question posee est delicate, les deux faits 
consider^ agissant. Tun vis a vis de Tautre, k la fois comme cause et 
comme effet. 

Quoi qu’il en soit la-dessus, le nouveau regime demographique 
pr&ente, par rapport aux precedents, une difference dont Timportance 
est capitale. Le premier regime comportait un equilibre automatiquement 
assure. Le deuxiime en comportait un qui resultait de certains calculs 
humains, et qui, k ce titre, ne pouvait se r^aliser qu’approximativement. 
Dans le troisifeme, il n’y a plus d’6quilibre. 

Comparons le troisiime regime au deuxieme. Quand les hommes 
tendent k conserver leur niveau de vie, Tidee de Tequilibre est incluse 
dans cette tendance; au lieu que la tendance vers un niveau de vie plus 
elev6 est un principe, non plus de stabilite, mais de mouvement. 

S’agit-il des pratiques par lesquelles les tendances recevront 
satisfaction? On vient de voir que les pratiques affectant la nuptiality 
ne jouent en fait que dans une marge limitee. La restriction des 
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naissances a un jeu beaucoup plus ample. Certains manages souhaitent 
avoir des enfants des deux sexes, et ils augmentent leur progeniture 
jusqu’a ce que ce souhait soit accompli, si du moins il ne leur faut pas, 
pour cela, prolonger trop la serie des naissances. D’autres s’arretent 
k trois enfants, consid^rant qu’avec ce nombre, ils ont satisfait a la 
vieille loi qui veut la multiplication de Tesptee. Certains voudront ou 
accepteront deux enfants, pour courir la chance d’avoir un gar9on 
et une fille, et parce que de la sorte ils pensent assurer, pour leur part, 
le remplacement de la generation a laquelle ils appartiennent. II en est 
beaucoup qui s’en tiennent a Tenfant unique, necessaire a leurs yeux, 
mais suffisant aussi pour animer le foyer, pour recueillir le patrimoine, 
pour continuer les affaires. Et voici qu’il y a egalement des menages qui 
se forment avec la determination de ne jamais avoir d’enfant; ou bien 
encore on y decide de vivre pendant un certain nombre d’annees sans 
enfants: ce qui, pratiquement, revient le plus souvent au meme; 
car apres avoir volontairement vecu seuls durant des annees, les epoux, 
Tordinaire, ne se r&oudront plus a rompre les habitudes ainsi con- 
tractees. 

Voila quelques-uns des calculs — il y en a d^autres — par lesquels 
se determine la restriction des naissances. Ces calculs sont inspires par 
des sentiments divers. Parfois on s’attache au patrimoine, dont on veut 
eviter le morcellement. Souvent on pense aux enfants: si Ton veut en 
avoir peu, e’est pour pouvoir les choyer davantage, e’est pour leur 
donner I’instruction grace a laquelle ils s’eleveront au-dessus de la 
condition des parents. Mais il y a aussi des sentiments egoistes, qui 
font considerer Tenfant comme une cause de depense, et aussi comme 
une incommodite: ne fera-t-il pas obstacle a Texercice de Pactivite 
professionnelle de la mere, si celle-ci a une telle activite? ne genera-t-il 
pas les parents dans leurs plaisirs, pour les deplacements, dont le gout 
se repand toujours davantage et devient toujours plus vif ? Et Ton note 
que le role des sentiments egoistes devient de plus en plus important; 
on note que parmi ces calculs que Eon peut faire, on va de plus en plus 
vers ceux qui rendent la restriction des naissances plus rigoureuse. 

Oil done s*arretera-t-on sur la pente de la denatalite? Il est im¬ 
possible de le dire. Y aura-t-il meme un arret? En tout cas, on aper9oit 
aisement ce que signifient les niveaux oil le taux de la reproduction est 
d^s k present descendu dans certains pays, dans certaines villes: e’est, 
si les donnees dimographiques prisentement observees ne s’ameliorent 
pas, la perspective de la depopulation, et meme d’une depopulation 
k rythme rapide. 
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Dans le troisi^me regime d^mographique, on a vu qu’il n’existait 
plus d’^quilibre de la population. Point n’est besoin, dfes lors, de 
discuter les conditions de Pequilibre. II pourra d’ailleurs arriver que tel 
des facteurs qui, dans les autres regimes, agissait sur la population cesse 
d’exercer une influence de cette sorte. Que dire, k cet egard, de Taug- 
mentation de la productivite, et de Taugmentation du bien-etre g^n^ral 
qui en est la suite? Faudra-t-il croire, avec certains, qu’elle est contraire 
a Pinteret de la population ? La loi sur laquelle on fonderait une opinion 
pareille, a savoir que la natalite baisse quand Paisance s’accroit, parait 
se verifier moins chaque jour. II y a une dissociation a peu pres complete 
entre la variation de la richesse et celle de la population. 

La mortalite, en tant qu’elle est influenc^e par les progr^s de la 
medecine et de Phygiene, a sur la population une action certaine. 
Mais cette action demande k etre bien comprise. 

C’est Pidee commune, qu’on a la possibilite de compenser, par 
Pabaissement de la mortalite, les eflFets du declin de la natalite. Cette 
idee est erronee. 

Que pourra-t-on obtenir dans le sens de la diminution de la mor¬ 
talite? II semble bien que les progres realises jusqu’ici par la medecine 
et Phygiene, s’ils ont preserve les hommes, dans une tres large mesure, 
des deces prematures, n’aient en rien augmente la vitalite de Poctogenaire. 
II semble, quant a present, qu’il y ait un terme naturel pour la vie 
humaine, le meme qu’hier ou que jadis, comme il y a un terme pour 
la croissance de Petre humain, sous le double rapport de P 3 ge ou 
elle s’arrete et dela taille qui estatteinte. Veut-on imaginer ce resultat 
obtenu, k savoir que tout enfant qui nait parvienne a P^ge de 8o ans 
— il n’y aurait done jamais, avant cet age, de mort par maladie, ni non 
plus de mort par accident, de meurtre ni de suicide —, et qu’aprfes cela 
la vie se prolonge en moyenne pendant cinq ans ? On aurait ainsi comme 
dur^e moyenne de la vie 85 ans, et comme “taux rectifie” de mortalite 
1,000: 85, soit 11,76 %o. Il n’est pas sans interet de noter que ce taux 
serait superieur aux taux de natalite que Pon releve dans nombre de 
capitales et de grandes villes. Mais Pcssentiel n’est pas Ik, La vie moyenne 
deviendrait-elle ^gale k 100 ans, k 200 ans, tant que la mort demeurera 
la loi ineluctable de Phomme, la depopulation se produira, Phumanite 
s’acheminera vers Pextinction si la reproduction est deficitaire. 

Abaisser la mortalite sans rendre Phomme immortel, e’est k coup 
sflr provoquer une augmentation une fois acquise de la population; 
mais ce n’est rien provoquer d’autre, si Pabaissement de la mortalite, 
e’est-i-dire Pallongement de la vie, est realise au profit des vieillards; 
or une augmentation une fois acquise de la population ne saurait, k la 
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longue, prevaloir centre ce principe de depopulation ind^finie qu’est 
une reproduction deficitaire. Dans la mesure seulement ou Tabaissement 
de la mortalite profitera a des enfants, k des adolescents, a des adultes 
encore en ^ge de procreer, alors, en tant que cet abaissement augmentera 
la reproduction, il aura, en plus du premier efFet mentionne ci-dessus, 
un efFet d’un caractere ind^fini sur la population. Mais ce que Ton 
pourra gagner de la sorte, par Tabaissement de la mortalite, pour 
la reproduction — laquelle est le fait ddmographique entre tous fon- 
damental — est limite, et assez etroitement limite. 

On a vu qu’en Autriche le taux de la reproduction nette, en 1928, 
etait 0,782. En supposant que toutes les filles nees en 1928 dussent 
parvenir a Tage oil la femme ccsse de procreer, Kuezynski obtenait 
comme taux de “reproduction brute,*’ pour le mcme pays et la meme 
annee, 0,969, e’est a dire encore un taux deficitaire. L’Allemagne, 
avec 0,88 en 1932, la SuMe, avec 0,94 en 1931 — a Stockholm, 0,43 
seulement en 1930 —, TAngleterre ont elles aussi, aujourd’hui, une 
reproduction brute deficitaire. Si les taux de fecondite ne se relevent 
pas, il n’est point de progres de la medecine et dc Thygiene qui puisse 
empecher ces pays de se depeupler, du moins par le mouvement naturel 
de leur population. 

Des regimes demographiques ont existe dans le monde — ils n’en 
ont pas encore disparu — qui comportaient un equilibre, et dans lesquels 
certains facteurs, modifiant les conditions de Tequilibre, agissaient, 
normalement, dans le sens de Taugmentation de la population. Mais un 
regime nouveau est apparu, et sc generalise, qui ne comportc plus 
d’equilibre. L’homrne restreint sa progeniture, il la restreint de plus en 
plus, au point que Thumanite en arrive a ne plus se reproduire com- 
pletement. N*est-ce point la une revolution? 

Cette revolution signifie-t-elle que la nature fonciere de Thomme 
aurait change? Non pas. Les sentiments restent a peu de chose pres 
ce qu’ils etaient. Ce sont les moeurs qui, dans le domaine d’ou depend 
la multiplication ou Textinction de I’espcce, ont subi un grand change- 
ment. Mais ccci etant, des consequences de toutes sortes, souvent 
considerables au plus haut point, ne peuvent manquer d’en resulter: 
consequences ^conomiques, sociales, politiques, morales. Et tout 
d’abord, le fait meme de la variation quantitative de la vie, peut-on le 
tenir pour indifferent ? 

La revolution d^mograpbique, cependant, n’est pas achev^e. 
On ne saurait, d^s lors, en suivre la marche avec trop d’attention: il 
n’est rien qui m^rite d’avantage d’etre observe et etudie. 
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L’^VOLUTION PARTICULIERE DE LA CRISE EN 

FRANCE 


HENRY LAUFENBURGER, de V University de Strasbourg 

La France a mieux r6sist6 4 la derniire crise mondiale qui s’est 
d^clanchee aux Ftats-Unis en 1929 et s’est repercutee ensuite en 
Europe, que la plupart des grandes economies europeennes. D’abord 
elle n’a 6te atteinte serieusement par la depression economique qu’en 
1931, puis elle n’en a subi les consequences que d’une fa9on relative- 
ment moderee. Les principaux indices economiques le prouvent. II 
suffit de rappeler que I’index fran9ais de la production industrielle n’a 
baiss^ que de 41 points de 139 en 1929 ^ 98 fin 1932, alors que I’index 
americain (Ftats-Unis) est revenu de 177 i 99 et celui de I’Allemagne 
de 108 k 64. 

Ensuite il n’y a eu en France qu’une defaillance bancaire de grand 
style (Banque Nationale de Credit) alors qu’en Allemagne et surtout 
aux Ftats-Unis la crise des etablissements dc credit a eu une portee 
gen^rale. 

Le caract^re relativement modere de la crise economique en France 
est commun^ment explique par deux causes essentielles: le pretendu 
^quilibre entre I’agriculture et I’industrie, la richesse de la France en 
capitaux. II s’agit lii de deux phenom^nes touchant essentiellement a 
la structure de I’economie. Mais le deuxieme facteur touche egalement 
it la dynamique de revolution Economique dans la mesure ou les 
mouvements des capitaux repondent a cote de la notion de risque a 
celle de la rentabilite, variable suivant les phases du cycle economique. 

Nous voudrions etablir dans la suite que cette double argumenta¬ 
tion est insulHsante pour I’explication du caractEre particulier que 
prEsente en France la manifestation de la crise Economique. A cet 
effet nous allons Etudier les deux aspects, structurel et dynamique, de 
la crise de I’Economie fran9aise de 1929 k 1933. 

I 

La notion de I’Equilibre qu’on met en avant pour expliquer la relative 
modEration de la crise en France s’applique beaucoup plus au facteur 
humain de la population qu’i I’ElEment matEriel des ressources 
Economiques. 
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La superficie de la France etant de 55,096,550 hectares, la popu¬ 
lation legale s’elevait lors du recensement du 8 mars 1931 k 38,944,000 
fran9ais (naturalist compris) et 2,890,923 etrangers, au total 41,834,923.’*' 
La population legale atteignait en 1926 le nombre de 40,743,897, la 
population presente en France 40,228,491. 

Depuis la guerre Taccroissement de la population fran9aise (qui 
s’est enrichie des habitants de TAlsace et de la Lorraine mais appauvrie 
d^un nombre de victimes de la guerre k peu pres equivalent) s’est 
effectue pour un quart par I’excedcnt des naissances sur les dechsy et 
pour trois quarts par rimmigration.f 

La forte proportion des etrangers dans la population habitant la 
France constitue un premier element structurel favorable a I’attenuation 
de la crise. Alors que la population nationale est assez rigide d’autant 
plus que le coefficient d’emigration aux colonies est modeste, au 
contraire les Grangers constituent une masse souple, extensible en 
p^riode de prosperite, compressible des la crise et dans la phase de 
depression. 

(1°) Entre les annees 1921 et 1926, le nombre des etrangers a 
augmente de 954,488, entre 1926 et 1931 de 385,876. Ces chiffres ne 
couvrent pas Timmigration totale, puisquc la naturalisation transforme 
une partie des immigres d’etrangers en fran9ais. Ainsi il y a eu 329,788 
naturalisations de 1926 a 1930. Compte tenu de ce facteur on peut 
evaluer k un million le nombre des etrangers venus en France de 1923 J 
a 1925 et a 800,000 de 1926 a 1931. 

Or les deux periodes envisagees pr&entent au point de vue de 
revolution economique des aspects tres differents. De 1923 a 1926, 
la France subit I’inflation et traverse sous son influence une phase de 
prosperite artificielle qui appelle des travailleurs en grand nombre. Au 
contraire de 1926 1931 la France subit deux crises: d’abord en 1927 

la crise de la stabilisation, ensuite a partir de 1931 la crise economique. 
Les statistiques du mouvement migratoire depuis 1926 trahissent ce 
double phenomtee. 

En periode de depression (1927 et 1932) les sorties des Strangers 
depassent les entrees. D’ailleurs le deficit du mouvement des etrangers 
dans les annees de crise est plus important que les statistiques ne le 
font apparaitre. Car alors que les entrees sont rigoureusement con- 

* Resultats provisoires du recensement du 8 mars, Journal official du 26-27 
d^cembre 1931, pp. 31160-31167. 

f Revue d'l^conomie politique, 1932, Annuaire de 1931, p. 524. 

I Jusqu’en 1923 Timmigration fut faible. 
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tr 616 es, les sorties le sont beaucoup moins. Des fevrier 1931, M. Landry, 
ministre du travail avait insiste sur ce fait.* 

Ce mouvement de balancier (Pendelbewegung) du mouvement 
emigratoire donne k Peconomie fran9aise cctte souplesse qui lui evite 
en periode de prosperite une trop grande penurie de main-d’oeuvre et 
dans la phase de depression un chomage excessif. L’attenuation du 
chomage resulte en plus de Pimportance que joue dans la population 
active de la France, Ic facteur essentiellement reductible de la main- 
d’oeuvre feminine. Ce fait n’est pas assez apprecie dans la litterature 
economique contemporaine. 

(2°) La population active de la France s’eleve en 1926 a 21,324,088 
dont 7,837,776 femmes, soit 37 %. En 1921 la part des femmes avait 
encore ete de 40 % (8,606,059! sur 21,720,604), et alors qu entre 1921 
et 1926 les hommes actifs ont gagne 441,767, les femmes actives ont 


Mouvement des strangers 



1927 

1928 

19^9 j 

1930 

1931 

trim.) 

193^ 

Entries . 
Sorties .. 

64,325 

89,983 

97,742 

53,759 

164,048 

39,780 

221,619 

43,789 

102,267 

92,916 

33,111 

95,934 


-25,658 

+43,983 

+124,268 

+177,830 

+ 9,351 

—62,823 


perdu 768,283. En 1926 la part des femmes dans la population active 
est avec 37 % encore superieure a celle qu’elles forment avee 34 % 
dans la population active allemande (recensement de 1925). Ceci 
s’explique par Pimportance de la main-d^oeuvre feminine dans Pagri- 
culture fran9aise. 

Quoi qu’il en soit, Pelement essentiellement compressible que 
constitue la main-d’oeuvre feminine est assez developpe en France. 
De 1921 i 1926, parall^lement a Pimmigration des etrangers en 
majorite masculins, les travailleurs feminins ont rapidement diminue, 
notamment dans les industries extractives et transformatrices, dans les 
transports et services publics industriels.J II se peut que de 1926 i 

* Ainsi pour 1931 d^jk M. Roger Picard estime les entrt^es des ouvriers 
Strangers k 102,000 et les sorties k 280,000 {Revue d^lSconomie politique, 
Annuaire de 1931, No. 3 de 1932, p. 1104). 

t En 1906 il y a eu 7,694,000 femmes actives, auxquelles il faut ajouter 250,000 
pour PAlsace-Lorraine, soit un total sup^rieur k celui do 1926. 

+ V. k ce sujet F. Dauriac, Le travail des femmes en France devant la statistique. 
Revue d'£conomie politique, 1933, No. i, p. 91 et seq. 
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1931 la force numerique de la main-d’oeuvre feminine ait de nouveau 
augmente, on voudrait k cet 6gard deviner ce qu’apportera la publi¬ 
cation du recensement de 1931. Mais il est aussi certain que pendant 
la crise, et notamment en 1931-32, la part des femmes dans Tensemble 
de la population occupee a diminue plus rapidement que celle des 
hommes. Or un pourcentage important des femmes se retirant de 
Tactivite professionnelle retourne au foyer, une minorite seulement 
s’inscrit dans les rangs des chomeurs. 

Grace a la souplesse du travail des etrangers et des femmes, la 
France a pu sur le marche du travail amortir les effets de la crise 
sans qu’il en r&ult^t un choc et sans que le chomage complet prit 
des dimensions comparables a celles atteintes dans d’autres pays 
voisins. 

(3°) Pour evaluer le chomage total, il ne suffit pas de consulter les 
statistiques des sans-travail secourus. A la date du 4 mars 1933 Ic 
nombre des chomeurs fran9ais inscrits est de 330,624 dans les fonds 
de chomage et de 1,192 dans les bureaux de bienfaisance, soit au total 
de 331,816 dont 258,472 hommes et 73,744 femmes. En 1932 pendant 
la semaine correspondante on avait compte 298,783 chomeurs inscrits 
contre 50,815 en mars 1931 et 11,952 en decembre 1930. L^el^vation 
de la courbe du chomage est done tres rapide, mais la hauteur du 
niveau atteint est relativement faible si on ne tient compte que des 
chomeurs secourus. Pout atteindre le chomage total il faut apporter a 
ces statistiques deux corrections. 

D’abord il convient de tenir compte des sans-travail ne tombant 
pas a la charge de la collectivite. En 1921 il y avait cinq fois plus de 
chomeurs non assistes que de chomeurs beneficiant d’un secours. En 
1933 on peut estimer cette proportion a 2: i. 

Ensuite il faut ajouter aux 600,000 chomeurs integraux le nombre 
de beaucoup plus important des ouvriers travaillant a temps reduit. 
D’apres la statistique generale de la France, 951 pour mille des ouvriers 
occupes travaillaient encore 48 heures en octobre 1930. Dans le mois 
correspondant de 1932 il n’y a plus que 534 pour mille qui remplissent 
cette condition. A la recente seance du Bureau International du Travail, 
il a ete declare que le short time est plus repandu en France que dans 
les autres pays europeens. 

Au point de vue dynamique, le chomage fran9ais pr^sente, toute 
proportion gardee, la meme physionomie que celui des autres pays; 
rapide extension depuis Tarret de la prosperite, etat stationnaire dans la 
phase de crise. Mais les dimensions du chomage sont restees de beaucoup 
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plus faibles qu'ailleurs, gr^ce k la structure particuliire de la popu¬ 
lation,* mais grSce aussi, pretend on, a Tequilibre des conditions 
mat6rielles de T^conomie fran9aise. 


II 

Dans une crise qui a, en tous points, la physionomie d’une crise de 
surproduction ou plus exactement de surcapacite, la France ferait une 
certaine exception par Fequilibre qui existerait entre les deux branches 
essentielles de son economie, I’agriculture et Tindustrie. Cette notion 
de Tequilibre se rapporte a la capacite de production de chacune de 
ces deux branches et dans Topinion courante surtout, au debouche que 
constitue Tune pour Tautre. 

(i°) L’agriculture fran9aise a beaucoup souffert de la depopulation 
de la campagne qui a eprouve les meilleurs des departements ruraux 
sans que 1’immigration etrangere ait toujours comble les lacunes 
quantitativement et qualitativement. Le manque dcs bras n’a pu etre 
compense que tres imparfaitement par le travail de la machine. Pendant 
la guerre on avait predit a la France Tavenement et le triomphe de la 
motoculture, c’est-a-dire la substitution de Tenergie mecanique k la 
traction animale. Mais apres la guerre, le prix eleve des tractcurs, les 
frais de reparation, les hauts salaires des mecaniciens conducteurs, des 
pannes assez frequentes decouragerent les agricultcurs. Des 1921-22 
Tutilisation des tracteurs subit un fort recul. Aujourd’hui seul le 
tracteur leger se repand suivant un rythme assez lent, la France est 
loin des fitats-Unis oil le nombre des tracteurs utilises a quadruple 
depuis 10 ans. La moissonneuse-lieuse est assez repandue en France, 
par contre les moissonneuses-batteuses a Tamericaine ne sont pour 
ainsi dire pas utilisees. L’electrification des campagncs n’a profite 
jusqu’ici qu’i la ferme, mais elle n’a guerre touche les travaux 
exterieurs des champs. 

La structure particuli^re de Tagriculture fran9aise s’oppose a une 
mecanisation comparable a celle qui a ete effectuee aux fitats-Unis. 
Outre les obstacles particuliers qui s’opposent en France k Tutilisation 
de certaines machines, la structure du sol et la configuration du relief 
en France s’opposent k la generalisation de la mecanisation. Le mor- 

• Nous ne pouvons insister ici sur la repartition de la population fran9aise 
sur les difierentes classes d’Sge, et notamment sur le nombre des jeunes gens 
atteignant annuellement la limite inferieure de la population active (16 ans). 
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cellement de la propri6t6 rurale’“' et surtout le nombre de parcelles 
dans chaqiie domaine, rendent Temploi de la machine difficile du point 
de vue technique. Ainsi s’explique Taugmentation relativement modeste 
des rendements agricoles. Pour le ble ceux-ci ont attaint 14,74 quintaux 
a I’hectare en moyenne pour les annees 1925-31 contre 13,78 en 1913. 
La surproduction agricole a done ete evitee, malgre le protectionnisme 
agraire qui, en meme temps qu’il a assure dans les bonnes annees la 
rentabilite de Tagriculture, a d’autre part retarde les progr6s de tous 
ordres de I’agriculture fran^aise en la mettant quelque fois trop k Tabri 
de la concurrence etrangere: mais le protectionnisme industrial a, lui 
aussi, une grande part de responsabilit6 en temps qu’il rend les 
machines agricoles onereuses et retarde par cela et la mecanisation et 
la productivite. 

Enfin la generalisation du fermage en France a permis d’amortir 
assez facilement les consequences de la crise: ellcs se sont en efFet 
repercutees par voie de partage sur les proprietaires et sur les fermiers, 
alors que dans les pays de grande propriete a faire valoir direct comme 
dans TAllemagne orientale, les proprietaires ont subi seuls Tassaut de 
la crise. 

L’aisance assez remarquable avec laquelle ^agriculture franfaise a 
resiste k la crise economique jusque dans ces derniers temps, repose 
done autant sur des qualites de moderation que sur des defauts de 
Tagriculture fran9aise, defauts parmi lesquels nous relevons sa routine et 
aussi la fuite de la campagne. Dans Tindustrie, la situation est analogue. 

(2°) Deja les conditions materielles exterieures de Tindustrie s’op- 
posent a une expansion exageree de Tindustrie comparable a celle que 
nous avons connue en Allemagne. La France est relativement pauvre 
en richesses du sous-sol. Sans doute, depuis la guerre, elle dispose, 
gr^ce au retour d’une partie de la Lorraine (Departement de la Moselle) 
du gisement ferrifere le plus puissant de TEurope. Mais le mineral 
lorrain est relativement pauvre, surtout dans la partie orientale du 
gisement. En plus, la region qui comprend le bassin minier, ne dispose 
que d’une faible population indigene.f La physionomie de la metallurgie 

* D’apres M. H^risson, La machinisme et Vagriculture franfaise^ Revue de 
r£conomie politique, 1932, No. 4, p. 1382 et seq. 

La propri6t6 de o k 10 ha. repr^sente un peu plus d*un tiers de la surface 
de la France: elle est entre les mains de 4 millions et demi de proprietaires. 
La moyenne de 10-40 hectares s’^tend sur un quart du territoire. La grande 
propriety comprend la majeure partie des terres de montagne, de landes, 
de bois. 

t En partie par suite de Tinsuffisante fertilite du sol. 
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lorraine se resscnt done de la difficulte qu’elle a eprouvee de reunir 
sur la superficie du gisement de mineral de fer une population d’immi- 
gration toujours suffisante. Meme dans la mesure oil elle a pu satisfaire 
les besoins de Fextraction du mineral et de la siderurgie, la main- 
d’oeuvre etrangfere, trop instable, n’a pas permis I’education de travail- 
leurs qualifife, suffisamment nombreux pour ahnexer k Tindustrie de 
base une Industrie de transformation metallurgique. On salt par contre 
combien un bassin charbonnier constitue un reservoir humain quasi 
in^puisable. En Westphalie la densite de la population, etablie sur les 
charbonnages, est entre autres responsable du developpement en partie 
excessif de la siderurgie et de Tindustrie transformatrice, qui peut 
puiser sur place dans une main-d’ceuvre qualifiee, adequate et stable. 
Le bassin houiller du Nord dc la France qui lui aussi a attire une tres 
nombreuse population, a une importance metallurgique moins grande 
que FEst fran9ais.* D’abord puisque la production charbonniere est 
relativement modeste,f ensuite puisque Findustrie textile est plus 
ancienne et traditionnellement plus developpec que Findustrie du fer. 

Alors que la France est done relativement pauvre en matieres 
premieres favorabiesJ a Fagglomeration “industrielle,’^ elle developpe 
beaucoup Fexploitation d’un facteur de dispersion industrielle, savoir 
Fenergie hydraulique. La production de Fenergie hydraulique a passe 
de 3,405 millions de Kwh en 1923 a 6,876 millions en 1930. 

(3°) A cote des facteurs qui ont limite Fexpansion industrielle— 
la population et les matieres premieres—d’autres au contraire Font 
encouragee. Ainsi le souci de placer la production siderurgique de la 
Lorraine desannexee qui avee 4 millions de fonte et 2,3 millions d’acier 
(chiffres de 1913) atteignait en moyenne les deux tiers de la production 
de Fancien territoire, a conduit la France k developper beaucoup les 
industries dc transformation metallurgique, clientes de la siderurgique, 
telles que la construction metallique, mecanique, automobile et elec- 
trique. Mais comme cette industrialisation a commence avec un certain 
retard et dans un pays dont la preponderance agricole s’etait maintenue 
jusqu’i la guerre de 1914-18, la saturation et la surcapacite structurelle 
de la production ont ete evitees dans la plupart des cas. II n’y a que 
la mitallurgie oil dans les derniferes annees precedent la crise la 

* L*Est produit 78 % de la fonte et 68,6 % de I’acier fran^ais, le Nord 
respectivement 13 et 18,3 %. 

t La consommation fran^aise dc houillc atteint 90 millions de tonnes, la 
production environ 50 millions. 

X Nous ne pouvons insister ici sur la potassc et le petrole, dont le r61e 
6conomiquc est relativement modestc au point de viic qui nous int^resse. 
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“maladie des immobilisations” s’est communiqu6e k certaines entre- 
prises. La recente mise en liquidation de la Society lorraine mini^re 
et metallurgique dans laquelle les Acieries de Longwy ont des int^rets 
tres importants, est la penalite fatale pour Timprudente construction 
d’une puissante acierie k la veille meme de la crise economique.* 

A cote de Texces des immobilisations, la concentration trhs poussee 
a rendu certaines industries particulierement vulnerables au cours de 
la derniere crise. De nombreux exemples choisis en Allemagne et aux 
fitats-Unis le prouvent. En France, au contraire, les grandes entre- 
prises sont exceptionnelles et presentent des dimensions relativement 
modestes. Pour revenir a la metallurgie: tandis qu’en Allemagne, les 
Vereinigte Stahlwerke A.G. peuvent produire plus de 6 millions de 
tonnes de fonte et plus de 7 millions de tonnes d’acier par an et qu’en 
outre trois entreprises ont une capacite de production de plus de 
700,000 tonnes de fonte et de i million de tonnes d’acier, en France, 
au contraire, I’importance des grandes entreprises siderurgiques est 
plus faible. En Meurthe et Moselle 70 % de la production de fonte et 
d’acier sont assures par sept usines faisant de 300,000 a 400,000 tonnes 
par an, en Moselle 78 % de la production de la fonte et la totalite de 
la production de Tacier sont assures par cinq usines faisant chacune 
plus de 400,000 tonnes de fonte et 300,000 tonnes d’acier.f 

Sans doute, la France applique, elle aussi, la formule de la con¬ 
centration depassant la limite des entreprises individuelles. C’est ainsi 
que la plupart des societes metallurgiques sont liees les unes aux autres 
et quelques unes d’entre elles a des usines de transformation par des 

* II est curieux de constater que la Lorraine et la Sarre qui avaient dtroitement 
collabore avant la guerre ont renforc^ leur outillage au cours de ces demi^res 
annees, (la Lorraine, les acieries, la Sarre, les hauts fourneaux) et sont ainsi 
en train de rompre un traditionnelle division du travail. Les statistiques 
ci-dessous de la production Tattestent (milliers de tonnes). 



Lx)rraine (dep. de Moselle) 

Sarre 
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acier 

fonte 

acier 

1913 

31869 

2,264 

1,370 

2,079 

1929 

3,83 s 

2,964 

2,105 

2,209 

1930 

3,512 

2,835 

1,912 

1,935 


t Rapport pr^sent^ par M. Thibault devant le Conseil national ^conomique 
en novembre 1932. (Importance de la sid^rurgie franyaise dans T^conomie 
mondiale et dans Tdconomie nationale.) 
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participations financi^res. Dans la construction m^canique nous ren- 
controns une forme plus originale, celle de Talfermage: la Thomson- 
Houston et la Sociite Alsacienne de constructions mecaniques ont 
apport^ a FAlsthom, society fondle par elles, le droit au bail de certaines 
de leurs usines. Signalons en passant la forme cooperative adopte par 
FU.C.P.I.M. (Unions des consommateurs de produits industriels et 
metallurgiques) k Hagondange. 

Ces formules sont plus souples, en periode de crise notamment, 
que la fusion aboutissant k des entreprises geantes.* 

Enfin, dans Tensemble, le temperament de Tindustriel fran^ais a 
constitu6 un puissant frein a la surindustrialisation et Texces des 
immobilisations. En Allemagne p.ex. le chef technicien a joue dans la 
vie industrielle un role preponderant surtout dans la phase de la 
rationalisation. II s’est laisse guider souvent par le souci trop exclusif 
de la productivite et a dans une certaine mesure considere la production 
comme une fin en soi. Les rapports trhs etroits qui existaient entre 
la banque et I’industrie favorisant la commandite, ont facilite outre 
mesure le financement de la transformation et de Textension de 
Toutillage industriel.f Les considerations du march6 n’ont pas toujours 
jou^ le role preponderant. 

Au contraire, en France, la grande Industrie, au moins celle ou le 
danger de Thypertrophie est particulierement prononce, le financier 
s’installe de plus en plus au gouvernail. Ainsi le polytechnicien qui 
s’est assure une place preponderate dans la direction et des char- 
bonnages et surtout de la grande metallurgie, est moins technicien que 
mathematicien qui se preoccupe avant tout de la rentabilite de I’aflFaire, 
de la liquidite du bilan, excluant le recours excessif au credit. D’ailleurs 
la banque fran^aise est independante de I’industrie, et alors qu’en 
Allemagne jusqu’au moment de la crise les banquiers siegaient dans 
les Conseils d’Administration des grosses affaires industrielles, nous 
trouvons en France au contraire plutot des industriels sieger dans les 
Conseils des banques sans y avoir une influence preponderate. Plus 
encore que les entreprises industrielles, les banques elles-memes 

* Mentionnons en passant que la capacity annuelle et production des hauts- 
fourneaux fran^ais est de 67,300 tonnes, celles des hauts-fourneaux allemands 
de 138,000 tonnes. 

t II est curieux de constater qu’en Alsace ou les m^thodes industrielles ont 
pr6valu pendant plus de 45 ans, des principes analogues ont continue a etre 
appliques m6me sous le regime frangais. Ils ne sont pas Strangers k la 
d^faillance de nombreuses entreprises industrielles et de plusieurs banques 
notanunent dans le Haut-Rhin. 
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dirigees par des polytechniciens ou des inspecteurs de finances sont 
liquides en pleine crise economique. 

Des facteurs de moderation technique et financiere qui quelquefois 
trahissent des qualites, quelquefois aussi les defauts de timidity et de 
traditionnalisme des chefs, expliquent en grande partie pourquoi 
rindustrie fran9aise a pu sauvegarder, a quelques exceptions pres, son 
^quilibre jusqu’en pleine p^riode de crise. 

Nous attachons pour notre part beaucoup plus d’importance k la 
structure particulifere de Tagriculture d’une part, et I’industrie d’autre 
part, pour faire ressortir cette faculte de resistance k la crise qu’au 
soi-disant equilibre economique entre les deux elements de Teconomie 
nationale. Avec lui nous en arrivons au probleme des debouches. 

Ill 

(i°) La question du marche se pr&ente sous deux aspects: d’abord 
1’importance respective des debouches agricole et in dust riel, ensuite le 
role economique du marche interieur pris dans son ensemble par 
rapport au marche ext^rieur. 

{a) II est certain que Tindustrie fran9aise trouve dans Tagriculture 
les elements essentiels de son approvisionnement en denrees alimen- 
taires. Outre les produits agricoles courants, la culture de la pomme 
de terre, de la betterave sucri^re, etc., ont dans les industries respectives 
(feculerie, alcool, sucrerie, etc.) leurs debouches principaux a cote de 
la consommation directe. Mais pour la fourniture de matieres premieres 
industrielles au sens special du mot, Tagriculture fran9aise ne peut 
suffire de loins aux besoins industriels. II en est ainsi pour la laine 
brute d’origine fran9aise qui ne rentre que pour lo % k peine dans 
la consommation de nos filatures, de la soie (5 %), du lin, du jute 
etc. Seule la tannerie peut trouver en France de deux tiers k trois 
quarts de la matikre premiere qui lui est necessaire. 

Inversement, I’agriculture n’offre a Tindustrie fran9aise qu’un 
debouche relativement restreint. Les machines agricoles employees sur 
le sol fran9ais viennent en partie de Tetranger. Par ailleurs Pagriculture 
fran9aise n’est qu’un client mediocre pour les mines alsaciennes de 
potasse.* En effet, la consommation de potasse (K^O) n’est que de 
187,000 tonnes pour les 21 millions de superficie agricole en France 
contre 872,000 tonnes pour les 20,5 millions de surface rurale en 

* L’industrie chimique au contraire trouve dans Tagriculture une meilleure 
clientele. 
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Allemagne. La construction mecanique et electrique ne pen^tre gu^re 
non plus dans les campagnes. II n’y a done principalement que les 
textiles qui soient int6ress^s k la capacite d’achat des populations 
rurales: et encore convient-il de faire remarquer qu’une tranche 
importante de cette industrie, celle des articles de.luxe, deja naturelle- 
ment peu accessible, y perd rapidement du terrain avec le progres de 
la crise. 

L’^quilibre entre Tagriculture et Tindustrie fran9aises n’a done 
qu’une portae trfes restreinte. II n’a joue qu’un role tres modeste comme 
facteur d’attenuation de la crise. Plutot que de scinder le marche 
interieur fran9ais en deux tron9ons, agricole ct industriel, constituant 
I’un le debouch^ pour 1’autre, il faut en revenir a I’unite de ce 
marche. N’est-ce pas la capacite d’achat du marche interieur dans 
son ensemble qui explique la longue resistance a la crise de I’economie 
fran9aise ? 

(b) II est difficile d’evaluer I’importance respective des marches 
interieur et exterieur. Sous I’influence de la crise, le marche exterieur 
k la disposition de I’economie fran9aise, s’est beaucoup retreci. Ainsi 
les exportations de la France sont tombees de 54 milliards de francs 
en 1927 k 50 milliards en 1929, a 30,4 milliards en 1931 et a 19,7 
milliards en 1932. Avec 60 % par rapport k 1927, la chute des 
exportations fran9aises depasse de beaucoup la baisse des prix 
mondiaux. 

Dans le total des exportations, les ventes destinees aux colonies 
fran9aises (Algerie comprise) ont atteintes les proportions suivantes: 



0/ 

/o 


0/ 

/'O 

1909-13 .. 

12,82 

1928 

16,26 

1925 

• • 14,59 

1929 

.. 18,85 

1926 

• • 15,39 

1930 

20,66 

1927 

• • 14,05 

1931 

• • 23,52 


Ce n’est done pas autant la part absolue des ventes coloniales dans 
les exportations qui constitue pour la France une assurance contre la 
crise. Car k vrai dire elle est plus modeste qu’on ne le pense generale- 
ment. Les colonies valent pour la France beaucoup plus par leur 
capacity d’absorber en p^riode de crise une part croissante du total 
des exportations en diminution. Le role du marche interieur fran9ais 
est-il comparable k celui des colonies en ce qui concerne sa part dans 
le total des ventes fran9aises ? 

Ici les statistiques nous laissent en defaut. Nous connaissons seule- 
ment par les rdeents rapports adress^s au Conseil national economique 
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et publics dans le Journal officiel* quelques indices approximatifs. 
Ainsi les industries metallurgiques placent 73 i 75 % de leur fonte, 
51-66 % des demi-produits et 69-80 % des produits finis en acier sur 
le marche int^rieur. D’apris M. Oualidf le marche interieur achete 
3/4 des tissus de coton fabriques en France (12,4 millions de pieces 
de 100 metres en 1930). Quant k Tindustrie lainiere, sa production 
etant ^valuee k 18,2 milliards de francs, dans une annee normale, elle 
en exporte dans les memes conditions pour 6J-7 milliards de francs. 
Enfin les industries chimiques ont exporte de 1928 k 1930 une moyenne 
de marchandises evaluees a 3 milliards de francs sur une production 
totale de 9 milliards de francs environ. J 

Pour les branches les plus importantes de Tindustrie fran9aise, 
la capacite d’absorption du marche fran^ais s’etablit done aux environs 
de 75 %.§ Un calcul assez grossier, mais qui permet au moins de 
degager une tendance de revolution du marche interieur, nous fournit 
les indications suivantes. De 1929 k fin 1932 Tindice de la production 
industrielle a baisse d’environ 40 %, Tindice des exportations d’environ 
60%. Comme les exportations industrielles atteignent grosso modo 
25 % de la production totale (rimportance des stocks n’etant pas prise 
en consideration) le recul de 1’indice de la production pour le compte 
des exportations ne s’etablit qu’a 15 %. Le solde soit 25 % donne une 
idee tres vague du degre de recul des ventes sur le marche interieur.|| 
C’est un coefficient de baisse assez modeste si nous le comparons 
k celui des march& interieurs allemand et americain p.ex. On a essaye 
d’expliquer cette tenue relativement bonne du marche interieur fran9ais 
par la politique des prix pratiques en France. 

(2°) On pretend que la France aurait maintenu le niveau de ses 
prix interieurs aussi eleve que possible pour amortir par ce moyen 
le choc de la crise. Pour justifier cette these on fait allusion au ren- 
forcement du protectionnisme et surtout a la politique du contingente- 
ment. Ces mesures restrictives, en partie imposees a la France par les 

* Agriculture, s^rie, 25 avril 1931.—Agriculture, 2** s6rie, 28 juillet 
1931—Industrie: soie 28 juillet 1931, cuirs et peaux et materiel des chemins 
der fer 12 Janvier 1932, coton et laine 26 avril 1931, agriculture 3^ s^rie (vin, 
pommes de terre, betterave) 22 septembre 1931, m^tallurgie 22 septembre 
1932, chimie 4 d^cembre 1932. 

t Rapport cit^ au Conseil national ^conomique, J^.O. du 26 avril 1931. 

{ Rapport de M. Fleurent, J.O., 4 d^cembre 1932. 

§ Pour la laine la part du marche fran9aise est moindre. 

II Les statistiques du rendement mensuel de la taxe sur le chiffre d’affaires 
(753 millions de fr. en juin 1929, 524 millions en juin 1931) font ressortir 
un recul d’environ 30 %. 
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d^faillances mon^taires d’autres pays et le dumping de toutes sortes 
qui les ont accompagn^es ou suivies, ont en efFet caracterise la politique 
commerciale de la France depuis 1931. Mais nous contestons qu’elles 
soient Texpression d’une politique consciente de hausse des prix. Meme 
s’il en avait 6 t 6 ainsi, ces mesures n’auraient atteint le but propose que 
trhs imparfaitement. Voici d’abord les faits: 

INDICES DES PRIX DE GROS 


A.—Indices papier 

1929 

1930 

1931 

1931 

d6c. 

1932 

aoQt 

1932 

d6r. 

1933 

janv. 

France S,G.F. 




f6vr. 

1913 = 100 








45 articles 

623 

543 

462 

413 

394 

390 

390 

dont prod, aliment. 

584 

528 

507 

463 

437 

430 

432 

dont prod. ind. 

658 

558 

422 

370 

358 

355 

354 

126 articles 

627 

554 

502 

442 

415 

413 

404 

B .— Indices—or 








1914 = 100 








Allemagne O.St. 

137 

125 

III 

107 

95 

92 

91 

fitats-Unis B. of L. 

137 

124 

105 

98 

93 

90 

87 

France S.G.F. .. 

126 

no 

94 

85 

80 

79 

79 


INDICES DES PRIX DE DETAIL 


France S.G.F. 

1914 = 100 

13 articles Paris 

611 

614 

611 

557 

511 

505 

34 articles Paris 

621 

618 

609 

563 

535 

536 

34 articles 300 villes 

603 

606 

599 

— 

— 

526 


INDICES OR DU COUT DE LA VIE 


1913 = 100—France 
(Con. r^g. Paris) 

113 

118 

116 

108 

105 

105 

104 

1913 == 100—Allemagne 

154 

147 

136 

130 

120 

118 

117 

1913 = 100—fitats-Unis 

170,5 

164 

148 

146 


132 



En comparant les indices frangais k ceux des autres pays,* on arrive 
k la conclusion qu’il ne peut pas etre question en France d’une 
politique consciente et systematique de hausse des prix. Pour le prix de 
gros, la France est placee dans une situation comparable avec celle des 
pays tris atteints par la crise. Leur baisse est meme plus prononcee en 
France qu’en Allemagne p.ex. Ici se v^rifie une fois de plus le caract^re 
contagieux des prix intemationaux qui est k la base du terme “prix 

• Cette comparaison est delicate et n’a qu’une valeur restreinte k cause de 
la difference qui existe dans Peiaboration des indices. 
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mondiaux.” Sans doute les droits de douane et surtout le contingente- 
ment difF^rencient les prix pour les memes marchandises d’un pays k 
Tautre. Mais en France comme ailleurs, les droits ne touchent guire 
les matieres premieres, vedettes des prix intemationaux. L’indice 
fran9ais des produits industriels contient beaucoup de matiferes pre¬ 
mieres exemptes de droits. Aussi la baisse de cet indice est-elle par- 
ticulierement forte. D’autre part, le contingentement qui normalement 
engendre la hausse a travers le canal de la raret6, ou bien est revisible 
et attenue ainsi cet effet, ou bien s’applique surtout aux produits 
agricoles et aux produits industriels finis pour lesquels il n’y a plus 
de prix mondiaux au sens etroit du mot. Ainsi s’explique la baisse 
relativement moderee de Tindice des produits agricoles. 

La physionomie des prix de detail en France est differente. Ici la 
resistance k la baisse est ^vidente. Sans doute on ne peut pas comparer 
directement Tindice des prix de gros portant sur 45 ou 126 marchandises 
agricoles et industrielles avec Tindice des prix de detail comprenant 
13 articles mal choisis, dont ii d’ordre agricole. Mais les chiffres- 
indices des 34 articles et surtout ceux du cout de la vie qui reposent 
sur une base plus large, confirment la resistance k la baisse.* 

On pense aussitot k Tinfluence de la circulation mon^taire sur les 
prix de detail. En fait, depuis 1929 Tencaissc-or de la Banque de 
France a passe de 31 a 83 milliards a la fin de decembre 1932.^ 

* II est a remarquer que le cout de la vie avait mo ins montd en France que 
dans les autres pays, le point de depart de sa baisse est en effet k 118 en France 
(1930) contre p.ex 154 en Allemagne (1929). On pourrait en conclure que 
la faiblesse de la baisse du cout de la vie en France serait plut6t normale. 
Telle semble etre la pens^ede M. Duchemin dans son discours fait le 24 mai 
1933 a la Confederation g^nerale de la Production Fran9aise. Le basant sur 
rind ex des prix de detail (tout k fait imparfait d*ailleurs pour la France), il 
constate qu’en decembre 1932 le niveau de ces prix en France tout en ayant 
moins baiss6 qu*ailleurs, reste inf^rieur k celui de Suisse, d’ltalie et d’Allemagne 
Toutefois il est sup<^rieur k celui enregistr^ aux fitats-Unis, en Grande- 
Bretagne, en Belgique, etc. Le fait est tres important au point de vue de la 
capacity de concurrence industrielle vis-a-vis de ces pays. Sans doute 
M. Duchemin ajoute que “la situation de la France n’est pas, au point de vue 
du coQt de la vie, plus d^savantageuse qu’elle ne Tetait avant la guerre.” 
A quoi il convient de rdpondre que la France fortement industrialis^e depuis 
1914 (mdtallurgie, textiles, produits chimiques) a normalement besoin 
d’exporter plus qu’avant la guerre. 

t Fin mars, 1933, 1 ’encaisse se trouve ramen6e k 80,7 milliards, ce qui prouve 
une fois de plus que la th^se de “I’accumulation syst^matique” du m^tal 
jaune par la Banque de France est fausse. Les capitaux afflu^ en France, 
pays du moindre risque, commencent k refluer surtout en Angleterre; la 
Banque de France se conforme strictement k son statut mon^taire en achetant 
et en vendant I’or au prix Idgal. 
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Dans la meme p6riode, les engagements k vue (billets et depots) 
ont ^volu6 ainsi: 

fin 1928 .. .. 81,7 milliards fr. dont 62,2 milliards de billets 

fin 1932 • • . . 107 „ „ 82,7 

fin mars 1933 . . 105 „ „ 84,8 

En meme temps que la circulation fiduciaire a augmente, le mouve- 
ment des affaires a diminu6. Ainsi le volume du chifFre d’affaires a 
baiss6 de 33 % de fin 1928 a fin 1932. En effet, d’apres les statistiques 
fiscales, le rendement de la taxe sur le chiffre d’affaires est descendu 
de 755 millions en decembre 1928 a 505 millions en decembre 1932. 
La Constance du volume des billets en circulation, alors que les besoins 
monetaires diminuaient, n’a-t-elle pas ralenti la baisse des prix de 
detail qui n’est que de 17 % depuis 1929 contre 36 % pour les prix 
de gros ? 

Nous estimons que les prix de detail n’ont guere ete influences 
par le volume monetaire, d’abord puisque sa vitesse de circulation a 
diminu6, ensuite parce qu’il y a eu thesaurisation. Un indice de la 
th&aurisation des billets nous est fourni par la variation respective 
des grosses et des petites coupures. Le montant des billets de 500 et 
de 1,000 francs, particuliferement aptes k etre conserves dans le coffre- 
fort ou le bas de laine, a augment^ de 18 milliards depuis decembre 1928 
jusqu’i fin 1932, alors que les petites coupures de 5 a 100 francs, en 
augmentation d’abord jusqu’en 1930, ont baisse depuis de 2 milliards. 
Cette conservation improductive des billets par les particuliers, qu’on 
peut estimer k 20 milliards environ, s’accompagne d’une thesaurisation 
de Tor. En 1931 et 1932 I’augmention de I’encaisse-or de la Banque 
de France est rest^e inferieure de 10 milliards environ aux entrees d’or 
en France. Ce montant peut encore etre considere comme “refugie” 
entre des mains improductives. 

Tout compte fait, le montant et la vitesse de circulation des instru¬ 
ments monetaires effectivement utilises, ont diminue depuis 1929 dans 
une proportion comparable k celle du mouvement des affaires. Sans 
tomber dans I’erreur de donner k ces indices une valeur plus qu’in- 
dicative et sans par ailleurs faire intervenir la theorie quantitative qui 
a et6 dementie plus d’une fois par les faits, au moins sous sa forme 
rigide, il faut done chercher k la resistance des prix de detail une cause 
extramonetaire. 

Nous croyons la trouver dans la repercussion sur le cout de la vie 
et des droits de douane et des salaires. Le protectionnisme agricole 
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particuli^rement developp^ (en matifere de ble, de viande, de beurre, 
etc.) afFecte directement les prix de detail. 

En second lieu, la France a ^te contrainte, par la p^nurie relative 
de main-d’oeuvre, k maintenir ses salaires et traitements k un niveau 
relativement 61 eve: 

INDEX DES SALAIRES (1913 = 100) VILLES SANS PARIS 



1926 

1927 

1928 

1929 

1930 

1931 

Hommes 







Salaires horaires 

700 

720 

750 

831 

887 

887 

Salaires joumaliers 

584 

593 

617 

680 

730 

729 

Femmes 







Salaires horaires 

809 

787 

856 

982 

1,052 

1,052 

Salaires joumaliers 

668 

648 

701 

804 

864 

862 


Aprfes la stabilisation du franc, la hausse des salaires a continue pendant 
2 annees encore surtout sous ^influence de la phase de prosperite qui 
ne s’est termin^e qu’en 1931. II est a remarquer que les salaires des 
femmes, tres en retards par rapport aux salaires des hommes, se sont 
vigoureusement redresses depuis la guerre. La baisse intervenue depuis 
1931 a varie de 5 i 10%, ainsi dans les mines de houille on payait 
par jour 38,99 fr. en 1931, 37,61 fr. au premier et 35,31 fr. au 
3^“® trimestre 1932. Dans Tindustrie des metaux k Paris le salaire 
horaire des ouvriers qualifies n’a ete ramene que de 6,61 fr. en 1931, 
a 6,22 fr. en automne 1932. Parallelement les fonctionnaires ont oppose 
a la reduction de leurs traitements une r&istance violente.* 

En definitive, on ne peut pas pretendre que la France aurait 
cherche systematiquement k amortir Toffensive de la crise mondiale 
par une politique d’autarchie et de hausse des prix. Malgr^ le pro- 
tectionnisme et le contingentement la France est encore suffisamment 
solidaire de Teconomie internationale pour avoir subi integralement 
la baisse des prix mondiaux. Quant au cout de la vie, la France n’a 
pas reussi jusqu’ici k Tadapter aux prix de gros et k cet 6gard elle a 
^prouv6 des difficult^s semblables k celles rencontr^es par TAngleterre 
jusqu’i la d^valorisation de la livre sterling. 

Dans ces conditions I’attraction que Ticonomie fran9aise a exerc^ 

* La loi du douzi^me provisoire du ler mars 1933 n’impose aux fonctionnaires 
qu’une reduction minime qui ne d^passe pas 5 % en moyenne. 
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sur les capitaux exterieurs ne s’explique pas du tout par des conditions 
de remuneration exceptionnelles que celle-ci aurait 6 t 6 capable d’ofFrir. 
Malgr6 un taux d'interet trhs bas, les capitaux ont rencontre des 
difficult^ croissantes de se placer. Ceci resulte d’abord, i cote de la 
thesaurisation, de Taugmentation des depots quasi improductifs dans 
les 4 grandes banques et celle des depots dans les caisses d’6pargne 
qui tirent leur renumeration encore interessante des titres de la dette 
publique en lesquels ils se convertissent en fait. Ceci resulte encore 
de la faiblesse du portefeuille commercial des banques, de la lassitude 
du marche financier et de la faiblesse des emissions par Teconomie 
privee. 

Le retard et la moindre intensite de la crise en France s’expliquent 
done avant tout par les particularites de la structure de Teconomie 
fran^aise, en premier lieu par la souplesse dc la population active et 
par la prudence des chefs industriels. Mais la France n’a pas pratique- 
aussi peu que les autres pays—^une politique dynamique d’attenuation 
de la crise. Ceci r&ulte tres nettement de Texperience des prix. 

Alors que les prix de gros ont baisse aussi violemment en France 
que dans les autres pays, il n’a pas ete possible d’adapter a cette 
baisse le cout de la vie. II en resulte pour la France une difficulte 
croissante de comprimer le prix de revient suffisamment pour conserver 
sur les marches d’exportation la situation qu^elle avait peniblement 
acquise depuis la guerre. II y a la un facteur de prolongation de la 
crise qui donne a reflechir. 

De politique economique consciente il n’y en a eu que dans le 
domaine social. La France reste un pays equilibre parce qu’elle a 
reussi k conserver a son agriculture une force humainc suffisamment 
importante pour contrebalancer la population industrielle croissante, 
remuante et, comme le montre Texperience d’autre pays, souvent 
responsable des troubles sociaux. C’est la le vrai sens du protection- 
nisme rural qui coute cher a Teconomie fran^aise. Mais est-ce trop 
cher pour assurer la stabilite dans revolution rapide de la vie econo¬ 
mique et politique contemporaine ? 

Parallelement, la France a reussi a conserver une large place 
aux classes moyennes que Tinflation avait particulierement menacees. 
Le niveau assez eleve du cout de la vie en France montre que Fappareil 
distributeur du moyen et petit commerce y est intact et avec lui le 
noyau meme des classes moyennes. Car les nouvelles couches de ces 
classes, repr&ent6es par les employes et les fonctionnaires, se trouvent 
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plutot en marge des classes moyennes dans la mesure ou par le syndicat 
elles sympathisent avec ce qu’on appelle le proletariat. 

Cet equilibre social constitue beaucoup plus que le pr^tendu 
equilibre economique le trait caracteristique de la France contempo- 
raine. Le terme “ilot heureux/’ dont on gratifie volontiers la France, 
emprunte son sens beaucoup plus k cet ordre social au milieu des 
bouleversements politiques au Sud et a TOuest qu’i la resistance du 
pays k la crise economique. 
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JEAN LESCURE, Professeur a la Faculty de Droit h Paris 


La p^riode de guerre nous parait avoir obscurci et fausse les notions de 
monnaie, de credit. 

En ce qui touche les prix et leurs variations, on a cru pouvoir 
rel^guer au second plan la loi de TofFre ct de la demande, negliger les 
variations des valeurs, pour placer au premier plan Taction des quantites 
de monnaie. 

On a, d’un autre cote, confondu monnaie et credit. On a identifie 
quantite de monnaie et quantite de credit. On a pretendu regler par 
le controle du credit les variations des prix et Tactivite economique 
toute entiere. 

Cette double erreur merite d’etre redressee. Car elle inspire des 
mesures de politique economique tres critiquablcs. 

Toutes les notions, de ce chef, sont brouillees et nos difficultes 
presentes tiennent en grande partic a ces confusions, car les abus du 
credit occupent dans la genese et revolution de la crise contemporaine 
une place considerable. 

Au surplus une erreur dc diagnostic appelle une erreur de politique 
economique. On voudra demander au credit et a la monnaie des services, 
qu’ils sont incapables de rendre. On pretendra par une politique de 
credit ct d’inflation provoquer un rclcvement des prix du ble et des 
matieres premieres. 


Les perturbations des prix s’cxpliquent, h notre avis, par le jeu de la 
loi de Toffre et de la demande. Pendant la guerre, dans la plus large 
mesure, la hausse des prix s’explique de meme: et Vinjlation s^est 
bomee d aider le jeu de la loi de Vojfre et de la demande. 

La guerre a provoque une demande illimitee et a n’importe quel 
prix de toutes les marchandises. La hausse des prix en est r6sultee. 
II nous a ^t^ donni par le hasard des circonstances d’observer au 
Cabinet du Ministre de la Guerre cette hausse des prix. Sans parler 
des munitions, qui d^s novembre accusent une hausse egale k quatre 
fois le prix d’avant-guerre (Tobus de 75 passe de 20 fr. k 80 fr.) les prix 
des marchandises haussent en tons pays. Ils haussent meme aiix fitats 
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Unis, oil I’inflation est inconnue, sous I’influence de la demande 
europeenne. 

Mais cette hausse des prix, qui a son origine dans la demande, 
sera bientot accel^ree et intensifiee par la rarefaction de Toffre. La 
mobilisation, en progressant, rarefie la main-d’oeuvre; la production 
ralentit en Europe. Un second facteur provoque une nouvelle hausse. 

L’fitat, principal acheteur de toutes ces marchandises, les achate 
k credit: il emprunte de toutes fa9ons: a long terme, k court terme; il 
emprunte des billets a cours force. Le credit autorise la hausse des 
prix, qui a sa cause dans I’accroissement de la demande et la rarefaction 
de Toffre. Vinflation est ejfet, Elle finest pas cause. 

Sans doute la hausse des prix va provoquer une hausse des revenus. 
Et les ouvriers et les capitalistes disposant de revenus plus substantiels 
depenseront plus largement. La hausse des prix se propagera et pro- 
gressera. Mais la hausse des prix n’a pas son origine et sa cause dans 
rinflation; I’inflation a sa cause dans la hausse des prix. 

Cette precision nous parait essentielle, pour apprecicr la place 
rationnelle de Tinflation dans une politique de hausse generale des prix. 
A rheure actuelle nombre d’economistes aspirent a promouvoir une 
hausse des prix des produits deprecies k Texces (ble, coton, laine, 
cuivre) par une politique d’inflation. L^, semble-t-il, est leur erreur. 
I Is confondent Teffet evec la cause. 

Les fitats-Unis ont tente en 1932 de provoquer une hausse des 
prix en mettant k la disposition du marche une quantite croissante de 
monnaie. L’echec a ete total. La loi de I’offre et de la demande a pris 
sa revanche, sans le dire: les stocks continuaient a gonflcr, etablissant 
jusqu’i Tevidence, qu’il ne suffit pas de mettre de la monnaie en 
circulation, pour que les prix montent. 

En realite la hausse des prix ne saurait provenir, que d’un renverse- 
ment de la relation offre-demande. Et Ton pourrait, a vrai dire, tenter 
d’agir sur Tun et Tautre de ces facteurs. Telle semble d’ailleurs etre 
rintention du President Roosevelt. 

Objecte-t-on, que la baisse du dollar sur le marche des changes a 
ete accompagnee par une hausse des prix, nous repondrons, que cette 
hausse est de date trop recente, pour pouvoir etre appreciee. Les doutes 
les plus serieux peuvent etre emis au sujet de son avenir. Car cette 
hausse est survenue dans des conditions bien d^finies: TAm^rique a 
perdu confiance dans sa monnaie. Les stocks d’or ont 6te menaces du 
dedans, et non du dehors. On a thesaurise For. Aprfes la suspension de 
r^talon or la th&aurisation d’or est devenue impossible: elle est 
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meme frappee de sanction. Le public, dont la mefiance subsiste, 
thesaurise les marchandises, De li la hausse des prix du ble, du coton, 
du cuivre. . . . Cette augmentation de la demande n’est d’ailleurs 
pas le fait de Tinflation. Le bilan des Federal Reserve Banks n’accuse 
aucun accroissement de circulation: de nombreuses banques restent 
fermees. II y a done, pour le moment, deflation, et non inflation. Mais 
il y a annonce d’inflation. Cette menace provoque la mefiance vis-a-vis 
de la monnaie. Les marchandises sont plus demandees. Les prix mon¬ 
tent. Mais les quantites de monnaie sont absolument etrangferes a 
cette hausse. II s’agit la d’une action psychologique bien connue. La 
speculation anticipe les evenements. 

Mais cette agitation des prix exprime-t-elle une augmentation de la 
consummation, une reprise de Tactivite economique? Voili le noeud 
du probleme. Or les achats speculatifs se traduisent par un deplacement 
et nonpar une diminution des stocks. Le Farm Board, au moins on Tassure, 
a reussi a liquider ses stocks a la faveur de cette poussee speculative. 
Nous voulons Tadmettre. Mais les stocks ainsi transferes ne sont-ils 
pas desormais aussi mena9ants—et meme davantage—pour I’avenir 
des prix, que s’ils etaient rCvStes en mains fermes. A vrai dire, la baisse 
des prix ne peut etre efficacement et durablement maitrisee, que par une 
augmentation de la demande et de la consommation, ou par une restriction 
de Voffre. 

L’annonce de la premiere etape de la politique americaine pourrait 
done laisser tres sceptique au sujet de son succcs: decrocher le dollar 
du metal or, le devaluer, emettre 3 milliards de dollars de papier, 
autant de mesures capablcs de susciter la mefiance du public et de 
provoqiier la fuite devant la monnaie. Moyen incapable de reduire les 
stocks, ce qui est le noeud du probleme. 

Les fitats-Unis souflFrent, eux, d’une crise classique survenue en 
1929, ayant son origine dans le creation d^une puissante industrie auto¬ 
mobile, mais aggravee par des abus de la speculation et du credit. Cette 
crise classique, cyclique, periodique, eclate a une epoque de surpro- 
duction des produits agricoles (ble, sucre). 

Les fitats-Unis ont done deux problemes a r&oudre: la longue 
surproduction du ble—la surproduction cyclique. Pour reussir, on 
doit agir sur cette double surproduction, mais par des procedes adequats. 
Nous voulons dire: en agissant sur la demande, sur Toffre. 

La depression cyclique, qui p^se si lourdement sur la metallurgie 
americaine s’explique comme toutes les depressions anterieures du 
meme ordre par Tabstention des capitaux disponibles. Vepargne ne se 
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place pas. Ce qui est neuf, ce qui est grave, c’est que Tepargne est 
efFrayee i ce point, qu’elle se cache: on th&aiirise. 

Normalement, en periode de depression les capitaux cessent d’etre 
createurs, parce que les perspectives de profit sont peu favorables. La 
reprise survient, lorsque I’avenir autorise I’espoir d’un benefice par 
I’utilisation des epargncs dans la production. A I’heure actuelle la 
situation est bien plus grave. Non seulement I’epargne ne se place pas. 
Les emissions de titres sont tombees a des chiffres ridicules. Mais 
I’epargne mefiante se transforme en metal ou en marchandises. 

EMISSION DE TITRES AUX ETATS-UNIS 
MOYENNE MENSUELLE 
Millions $ 

1929 .. 849 1931 .. 260 Janvier 1933 .. 65 

1930 .. 585 1932 .. 99 Fdvrier 1933 .. 20 

On doit remonter tres loin dans I’histoire, pour retrouver des 
phenomtees de cette gravite. Mais, aussi bien, comprend-on la pro- 
fonde depression de la metallurgie, qui travaille a 20-30 % de sa 
puissance de production. Les commandes font defaut. Voil^ le centre de 
la crise. Et le centre de la crise n’est pas dans la surpreduction, comme 
on le repete trop souvent. Ici, on ne produit pour ainsi dire plus —et 
cependant Vojfre Vemporte sur la demande. C’est la demande, qui s^est 
contractee, parce que les epargnes ne se placent pas. 

Est-il besoin d’ajouter, que la baisse du dollar est appel^e k rendre 
les capitaux plus mefiants encore, et qu’a ce titre, la baisse de la monnaie 
et I’inflation sont capables d’aggraver et de prolonger la depression. 
Voila pourquoi la politique du President Roosevelt permettait les 
craintes les plus fondees au sujet de ses resultats. Elle voulait d’abord 
la hausse par I’inflation. C’est la demande, qui fait defaut par suite de 
la mefiance de I’epargne. 

Mais la politique americaine, apres avoir comporte une premiere 
serie de mesures: reduction du poids du dollar, augmentation de la 
circulation, annonce une deuxieme etape: on depenserait 3 et peut-itre 
6 milliards de dollars a ejfectuer des travaux publics. Si I’on songe qu’en 
1929, annee de prosperity maxima, les emissions de titres ont atteint 
environ 8 milliards $, on se rend compte de I’ampleur des travaux 
publics envisages par le President Roosevelt. U£tat se substitue vraiment 
et completement a Vinitiative privee defaillante. L’fitat va-t-il, comme ^ 
la declaration d’une guerre, passer des commandes massives i toutes 
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les industries? La hausse des prix en r&ultera. Et Pinflation fournira 
k Pfitat les moyens de paiement necessaires pour regler ces commandes. 
Le mecanismc de hausse des prix sera amorce. Comme en 1914-1918 
la hausse gagnera, se propagera, grace a Paugmcntation des revenus de 
tous les producteurs. 

Toutefois une objection s’impose: Et apres? Apres Pexecution de 
ce plan de travaux publics? Si la baisse du dollar a cte suffisante, si 
tous les producteurs sont alleges de leurs dettes par la faillite monetaire, 
on peut envisager une periode de reprise normale, les possibilites de 
benefice ayant reparu, grace a Pallegement des dettes. La monnaie 
serait stabilisee par rapport a Por. La confiance renaitrait, comme en 
France en 1927 et 1928. I^’epargne privcc, a nouveau, se placerait 
dans Poeuvre de la production. 

Sans doute Penscmble du problemc ne serait pas encore resolu. 
On produit trop de ble, de sucre, dc cafe, parcc que la guerre a pro- 
voque une exageration des cultures, parce que la disette a stimule 
Pingeniosite des producteurs, provoque une meilleure efficacite des 
efforts de Phomme. Mais Pessor indust riel ne de Pexecution du plan 
de travaux publics serait capable de modcrer les effets de la surpro- 
duction agricole: la consommation des produits agricoles augmenterait. 
Et au surplus Ic President Roosevelt envisage une reduction tout a 
fait recommandable des emblavures dans le monde. 

Tel n’est d’ailleurs pas le sujet que nous pretendons aborder dans 
cette brfeve etude. Notre ambition est plus limitee. Nous pretendons 
retablir d sa juste place la hi de Vojfre et de la demande dans Vexplication 
des variations des prix, Exagerer le role de la monnaie, et meme le 
meconnaitre, en assignant a la monnaie la premiere place dans Pexamen 
causal des variations des prix, e’est, a notre avis, commettre une erreur 
scientifique, capable de conduire aux plus serieux mecomptes en matiere 
de politique iconomique. C’est en reduisant les stocks qu’on agira 
sur la hausse des prix. Et c’est en agissant sur Poffre et sur la demande 
qu’on r^duira les stocks. 

# 

# # 

Dans le domaine de la monnaie et du credit, on a commis egalement 
des confusions, qui meritent, elles aussi, une mise au point. On confond 
aujourd’hui tr6s couramment monnaie et credit, sous le pretexte que 
la monnaie est monnaie fiduciaire. Par une politique rationnelle de la 
monnaie et du credit, on aura Pambition de stabiliser les prix. II y 
aura une ^cole de la monnaie dirigec, de la “managed currency.” En 
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reglant les quantites de monnaie par une politique adequate de credit, 
on ferait obstacle soit a la hausse, soit k la baisse des prix. 

Cette politique a ete pratiquee depuis la guerre par les Federal 
Reserve Banks, par la Banque d’Angleterre. Les evenements lui ont 
donne le plus serieux dementi. La baisse catastrophique des prix de 
1929 k 1933 procMe en periode de plethore monetaire et de surabon- 
dance de credit. 


MONNAIE ET PRIX AUX fiTATS-UNIS 


4 



Indict* general des 
prix* 

1913 = 100 

1930 1^3 S 

1931 104-6 

1932 92-8 

1933 Jan. 87-4 
I'eb. 85-7 
Mar, 86-2 
April 86-5 


• Bulletin StatiS’ 
tique. —S.D.N. 


En vain, a-t-on essaye par une politique de credit a bon marche et 
d’augmentation de la circulation de provoquer une hausse des prix 
et une reprise economique. Une erreur theorique doit etre sous-jacente 
a cette politique. 

En realite Terreur maitresse nous parait resider dans la confusion 
de la monnaie et du credit. Monnaie et credit sont deux notions complete- 
ment distinctes—et la politique de la monnaie ne saurait etre confondue 
avec la politique du credit. Cette confusion est Tocuvre de la guerre 
et des pratiques regrettables qu’elle a imposees. Avant la guerre 
monnaie et credit etaient nettement distincts. Et les exces du credit 
n’avaient pour ainsi dire pas de repercussion dans le domaine monetaire. 
De nos jours la confusion des deux notions a pour consequence le 
retentissement sur la monnaie des erreurs commises dans le domaine 
du credit. Car depuis la guerre, le credit cree la monnaie. C’est un abus 
contre lequel on ne saurait trop protester et qui est k la racine meme 
des faillites mon^taires. La plethore monetaire fait apparaitre une 
distance croissante entre la masse de monnaie fiduciaire et les stocks d'or. 
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La masse de monnaie jiduciaire cree la mejiance a son egard, De la des 
“runs’* sur Tor, qui ont provoque la faillite de Tetalon or. 

Expliquons-nous. La monnaie doit etre definie V instrument 
d^echangey mesure de la valeur. La monnaie de metallique est devenue 
fiduciaire. Mais la monnaie fiduciaire: billet ou depot suppose d’abord 
I’apport a la Banque d’une quantite correspondante de monnaie 
metallique. La creation de monnaie n’est done nullement arbitraire. 
Et les Banques sont impuissantes k creer de la monnaie. 

A un deuxifeme stadc, la Banque Centrale d’emission cree de la 
monnaie, a roccasion d'operations bien delimitees: escompte et avances, 
Mais cette creation de monnaie est sevhement reglementee, Et a ce stade 
de revolution, les banques de depot exigent un apport de metal ou de 
billets de banque avant de crediter un client et de lui remettre un carnet 
de cheques. La Banque Centrale donne a la circulation, par ce precede, 
Velasticite indispensable. Elle cree de la monnaie—mais elle en cree 
seule. Elle est toute puissante dans ce domaine. Elle en cree de petites 
quantites. 

Le aridity digne de son nom a cette epoque, consistc a deplacer les 
capitaux disponibleSy k les transferer des mains des personnes incapablcs 
de les utiliser entre les mains des producteurs. Mais le credit ne cree 
pas de monnaie nouvelle pour satisfaire des besoins supplementaires 
n& de I’activite des transactions. II se borne a deplacer la monnaie 
existante et dont la quantite en circulation est reglee de fa^on souveraine 
par la Banque Centrale. 

La guerre a ouvert un 3eme stade, ou la monnaie est creee par 
toutes les banques, et notamment par les Banques de depot, II nous 
parait superflu d’insister. C’est cette pratique qui a provoque le 
triplement des depots aux £tats-Unis, alors que la production a 
augmente seulement de 30 % par rapport a 1913. En Europe Tabus est 
beaucoup moindre. II existe cependant. 


EUROPE (INDICES S.D.N.) 



Indice de la 
production 

Montant des depots 
Millions I 

Indices des dep6ts 

1913 

100 

9,304 

100 

1928 

II4 

15,705 

168 


AMERIQUE DU NORD 


1913 

100 

8 , 73 i 

100 

1927 

128 

25,800 

300 


N* 
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Desormais credit et monnaie sont confondus. Par le credit on cree de la 
monnaie. La reside la confusion fatale. Car la quantite de monnaie 
definit le pouvoir d’achat; et il n’y aura plus de limite k Taugmentation 
des pouvoirs d’achat. Un dollar servira de couverture k lo dollars- 
credit. Ces nouvelles pratiques seront extr^mement dangereuses. 
L’^tat ou son delegue officiel, la Banque Centrale, seront deposs6d& 
de leur souverainete dans le domaine monetaire. Et la monnaie courra 
les memes aleas que le credit. En multipliant les instruments d’^change 
par le credit, on faussera les conditions de Tequilibre economique. On 
ya deregler tout le mecanisme de Tequilibre economique automatique. 
On multipliera les germes et les possibility de crise. 

L’equilibre economique repose sur un syst^me de vases communi- 
quants: les marchandises s’^hangent entre elles; elles s’echangent 
centre les services; les services s’^hangent entre eux. Le fonctionne- 
ment harmonieux de Torganisme economique suppose un meme niveau 
pour le prix des marchandises et le prix des services. Car le prix mesure 
le pouvoir d’achat. Toute modification brusque, brutale dans le niveau 
des prix des marchandises ou des services provoque une rupture 
d’equilibre. Car les pouvoirs d’achats respectifs cessent d’assurer une 
circulation correcte des marchandises et des services. Si le bl^ baisse 
brusquement et profondement, Tagriculteur achete moins de produits 
industriels. Si le cout hausse plus rapidement que le prix de vente, 
Tesprit d’entreprise disparait: il y a crise cyclique. Les perturbations, 
qui provoquent des d^ordres graves dans Tequilibre sont avant tout 
et surtout des perturbations des valeurs et des prix. L’experience 
demontre que les fluctuations des quantity sont beaucoup plus mo- 
derees que le mouvement des valeurs et des prix. En cas de depression 
economique, les reductions de la production sont beaucoup plus 
limitees que la baisse des prix. Et si les crises presentent une telle 
gravite e’est qu’a une modification modeste dans les quantity corre¬ 
spond une modification beaucoup plus accusee de la valeur et des prix. 
De meme les perturbations dans les mouvements des prix font obstacle 
aux mouvements des echanges. Malgre Tapparence, les crises ne sont 
pas le resultat des mouvements generaux des prix; mais les crises 
naissent de la divergence dans le mouvement des prix, qui provoquent 
des perturbations dans les echanges et entrainent la baisse gendralisy 
des prix. La confusion entre la monnaie et le credit va amplifier encore 
les mouvements divergents des prix, qui sont k Torigine des perturba¬ 
tions des echanges et des crises. La speculation ne connaitra plus de 
frein. Elle faussera tous les marchy. 
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Avant la guerre, lorsque le depot en Banque suppose une epargne 
antirieure, un depot en metal ou en billet de banque, la quantite de 
monnaie c’est-i-dire de Tinstrument d’echange, mesure de la valeur, 
ne varie que sous Taction de la production du metal et de remission 
des billets de banque. En cas de developpement de la production, de 
hausse des prix, les instruments d’^change s’adaptent aux besoins 
accrus en augmentant leur vitesse de circulation ou par une augmentation 
de la circulation billet de banque. En fait les variations dans les quantites 
de monnaie sont assez faibles. Elies ne presentent une certaine ampleur 
qu’i considerer des epoques assez 61 oignees. Elies augmentent au 
meme rythme que la production et de pair avec la hausse des prix. 
La prosperite economique commande Vaugmentation des quantites de 
monnaie. Et cette augmentation est independante de Vaugmentation des 
stocks d'or. L’examen des statistiques Tetablit. 



Banque Nationale de 

Rcichsbaiik 

Banque nfet-rlandaise 


Millions F. 

Millio!is M. 

Millions M. 


Encaisse 

Circulation 

Encaisse 

Circulation 

Encaisse 

Circulation 

1876 

130 

333 

510 

684 

156 

187 

1890 

XO5 

382 

801 

983 

II9 

208 

1876-18901 
(-h ou —) J 

— 20 

+ 59 

+ 291 

r 299 

- 47 

-f 21 

1900 

107 

576 

817 

1,138 

128 

228 

1910 

179 

826 

1,203 

1,782 

158 

294 

I900-I9IO 

+ 72 

+ 250 

i- 326 

+ 644 

-f' 30 

+ 66 


Le cas de TAllemagne notamment est typique. Pendant la brillante 
piriode d’essor de 1900 i 1910 Tencaissc or augmente de 300 Millions 
Mks (arrondis) et la circulation billet de 650 Millions Mks. 

Le developpement de la production conjugiiee avec la hausse des 
prix a rendu n^cessaire cet accroissement des stocks monetaires. Le 
billet a donn^ k la circulation monetaire (instrument d’echange) 
Velasticite necessaire. 

Par contre la guerre a transform^ le billet de banque et le depot en 
instruments de credit. On a cree des billets et des depots indipendamment 
de toute alimentation de la production^ sous Tinfluence de la hausse des 
prix. Les fitats ont r6gle leurs depenses en papiers monnaie (billet 
ou cheque) et provoqu6 la creation k cet effet des billets et les depots 
n^cessaires. L’^quilibre Economique a etE profondEment modifiE. 
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Les produits au lieu de s^echanger contre les produits s'echangent contre 
des promesses de payer (emprunts d’fitat a court, k long terme, billets 
de banque). La monnaie cesse de jouer le role exclusif d*instrument 
d'echange; elle dement un instrument de credit, Cette confusion est 
capable de troubler gravement T^quilibre 6conomique: car la production 
perd tout regulateur, Le prix, notamment, cesse de jouer son role r^gu- 
lateur par suite du recours au papier monnaie et au chfeque-papier. 

Avant la guerre le depot supposait une production (de marchandises, 
de services anterieures). De meme le billet de banque. Et les produits 
s’echangeaient contre les produits. Dans le domaine de Techange et 
de la valeur on pouvait repeter “rien ne se perd et rien ne se cree.’* 
Les dilations de la production commandaient a celles de la monnaie. 

Depuis la guerre en contre-partie d’avances, d’hypotheques, de 
fonds d’etat (dont la masse a plus que decuple du chef de la guerre), 
d’obligations, on a cree des depots en banque, dont le public peut 
disposer par cheques. On a done cree une masse monetaire plethorique. 
Toute limite raisonnable a disparu k Taugmentation de la production, 
a la speculation, k la demande des produits. 

De la cette extension sans precedent de la production agricole. 
Le fermier trouve, sur hypotheque, tout le credit necessaire pour 
mettre en culture de nouvelles terres et perfectionner ses methodes de 
culture. Et le credit est si abundant que les fitats-Unis au meme 
moment peuvent fournir a TEurope et principalement a TAllemagne, 
tout le credit necessaire pour reconstituer sa production. La production 
du Nouveau Monde se superpose, grace a ces artifices, a celle de TAncien. 
Dans bien des cas on produira trop et les prix s^effondreronty laissant 
apparaitre les abus nes de la confusion de la monnaie et du credit. La 
baisse des prix tenant a Texageration de la production, au gonflement 
des stocks va transformer en mauvaises cr^ances tous ces depots 
artificiels, nes de nouvelles methodes bancaires. Apr^s Tinflation de 
la guerre, Tinflation de la paix, avec des consequences analogues: 
dettes impossibles k acquitter. Dettes de guerre, dans le premier cas, 
dettes de reconstitution dans le second. Dettes les unes et les autres, 
consacrees a des depenses improductives. 

Baisse massive des prix d^une party dettes massives improductivesy 
tels sont les deux caracteres de la periode de guerre et d’aprfes guerre, 
qui expliquent dans la plus large mesure Tinsolvabilite des banques, 
des debiteurs, les crises mon6taires d’apres guerre. 

On a confondu la monnaie et le credit, Tepargne et Tinflation. On 
a ainsi cre6 une periode artificielle de prosperity en maintenant, apr^s 
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la guerre, une demande de produits independante de toute production 
prialable. Les produits ont continue a s’echanger contre des promesses 
de payer au lieu de s’echanger contre de la monnaie metallique ou 
contre de la monnaie fiduciaire supposant une epargne anterieure, 

Une liquidation s’imposait. Deux methodes etaient concevables: 
la deflation—la devaluation des monnaies. On a choisi partout, de gre 
ou de force, la seconde methode. II n’est desormais pour ainsi dire 
aucun pays ayant echappe a la faillite par la monnaie. 

II serait trop long de discuter des merites respectifs de ces deux 
politiques. Le voeu que nous devons former c’est de voir progresser 
cette liquidation aux ]£tats-Unis dans les meilleures conditions. II sera 
alors possible de retourner aux saines methodes. II sera possible de 
retablir Tetalon or, base de toute monnaie internationale digne de ce 
nom, fondement indispensable du credit, garantie de Tepargne. 

Mais les banques instruites par Inexperience devront a Tavenir 
eviter la confusion nefaste de la monnaie et du credit. Uelasticite devra 
etre soigneusement separee de Vinflation, 

Sans doute la distinction entre la notion d’elasticite et la notion 
d^inflation peut, au premier abord, paraitre delicate. En theorie la 
frontiere est relativement simple i fixer. 

Velasticite peut etre definie Textension de circulation monetaire 
commandee par le developpement en quantite et en valeur de la pro¬ 
duction et des echanges. L’essor economique exige Telasticite de la 
circulation monetaire. 

Uinflation peut etre definie une augmentation de la circulation 
monetaire independante de ce developpement. Demande de marchandise 
en cas de guerre, demande apres guerre en vue de la reconstitution, 
et en tout temps demande tenant d la speculation sont egalement capables 
de provoquer une inflation monetaire e'esUd-dire une augmentation de la 
circulation n'ayant aucun antecedent dans lessor du monde economique. 
Les billets sortiront; ils ne rentreront pas; les depots seront cre&; ils 
ne seront pas rembourses. Le credit n’aura pas ete utilise en vue dc 
creer de nouvelles richesses. II y a passif sans actif correspondant. La 
monnaie est en porte-a-faux. Le papier, le depot sont des titres creux. 

# 

# # 

Pour sortir de difficult^ a Theure actuelle, il importe au premier chef 
de ne pas confondre prix et monnaie; monnaie et richesse. Le 
mercantilisme avait commis cette erreur. Elle est refutee depuis plus 
d’un sifecle. 
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Pas davantage on ne doit confondre monnaie et credit, pr^tendre 
regler la monnaie par le credit, et diriger, k Taide de la monnaie et du 
credit, la production. Le role animateur appartient k la production et 
aux besoins, a Toffre et k la demande, aux mouvements automatiques 
des valeurs (et des prix), qui resulte de Paction r^ciproque de PofFre 
et de la demande. 

L’equilibre economique est a ce prix. La monnaie et le credit sont 
capables de le fausser. Ils sont incapables de le regler. 

Mai 1933. 
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THE CONCEPT OF INCOME 


ERIK LINDAHL, College of Economics, Gothenburg 

The main essentials of the concept of income have perhaps been most 
clearly laid down by Irving Fisher in his well-known definitions: “A 
stock of wealth existing at a given instant of time is called capital', a 
flow of benefits from wealth through a period of time is called income.”* 
According to this, income consists of certain benefits accruing during 
a definite period of time, and further, these benefits arise from the 
employment of wealth; legacies, gifts, and the like are considered as 
falling outside the concept of income. 

In order to give expression in one comprehensive measure to the 
size of these benefits, they are best considered as amounts of exchange 
value. It is simplest to base these calculations on the market prices 
during the period to which the estimation of income refers and sub¬ 
sequently to allow for changes in monetary purchasing power. Thus 
income is regarded as a concept of value; this applies also to the term 
“real income,” by which is simply meant income expressed in some 
unchanging monetary unit. 

The following is designed to show that, starting from these premises, 
it is possible to arrive at alternative definitions of scientific importance 
which should be kept quite separate. 

I. INCOME AS CONSUMPTION 

This is Irving Fisher’s own concept which he expounds in the following 
way. The benefits which constitute income consist of the services 
obtained from capital goods during a certain period, services from 
human beings included under this head. The problem of how to avoid 
double counting, when adding up those semces which result in new 
capital goods and those services which flow from these goods, is solved 
in this manner: the capital-producing services are credited to the 
capital goods that deliver them, but at the same time they are debited 
to the resulting new capital goods; they are therefore excluded from 
the net income obtained from the total capital stock. The net income 
consists only of the services for the said period which are debited to 

• Irving Fisher, Elementary Principles of Economics, New York, 1919, p. 38. 
Cf. his earlier fundamental work, The Nature of Capital and Income, New 
York, 1906. 
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various persons as consumers, that is to say, which enter into their 
consumption and thereby lead to the satisfaction of wants. 

Irving Fisher’s analysis is carried out in masterly fashion, but all 
his attempts to demonstrate that his concept of income is the usual one 
and that it is the only logical one, must be considered unsatisfactory. 
In neither popular nor scientific terminology are income and con¬ 
sumption equated; on the contrary, income is generally taken to 
include saving (either positive or negative), and the crux of the matter 
is to decide just what this term saving may be taken to cover. It should 
also be possible to construct quite logically a concept of income to 
include saving, starting from the same premises as Irving Fisher. 

In that case, however, it is best to distinguish between anticipated 
income^ which refers to a certain period forward, and income obtained, 
which is reckoned after the termination of the period in question. The 
first of the following concepts is of the former type, the two others of 
the latter. 


II. INCOME AS INTEREST 

This concept, reduced to theoretical simplicity, may be taken as 
referring to the continuous appreciation of capital goods owing to the 
time-factor, that is to say, the current interest on the capital value which 
the goods represent. Income in this sense stands in quite a different 
relation to the concept of capital as against income regarded as a stream 
of services. The expected future services of the capital goods are the 
basic factor in the estimation of capital value, for the latter can be 
considered equal to the sum of the anticipated value of these services, 
discounted at the current rate of interest, due reduction also having 
been made for the risk factor. Capital value must again be the starting- 
point for the estimation of income as interest, that is to say, as the 
appreciation which arises when the discounted future services come 
nearer and nearer—an increase in value which for a given period 
forward can be regarded as the product of the capital value and the rate 
of interest applying to the period. We thus arrive at a quite different 
and in a certain sense secondary concept of income. But the term 
income in this case is quite as justifiable as in the former, for the con¬ 
tinuous appreciation due to the time-factor can fairly be regarded as 
a “flow of benefits from wealth through a period of time.”* 

* The above-given deduction of the concept of income from Fisher’s own 
premises, Fisher himself has chosen to disregard. He lays it down emphatically 
that the term income should be reserved for the stream of services on which 
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If services created by one group of capital goods are invested in 
another, a certain amount of value is thereby transferred. The total 
value of the capital stocks is not necessarily affected by such a procedure. 
If, on the other hand, the services created pass directly into personal 
consumption, a corresponding diminishing effect on the total capital 
value may be expected. During a given period of- time, this reductional 
in value through consumption may be less or greater than the 
contemporaneous appreciation due to the time-factor. These differences 
between interest and consumption anticipated for a certain period can 
be regarded as the savings positive or negative as the case may be, 
which takes place during the period. But it should be pointed out that 
the net increase in capital values, in which saving expresses itself, 
need not correspond to the actual change in value during the period, 
for, through more or less unforeseen circumstances, the capital values 
may at the same time undergo other more discontinuous changes in 
the shape of gains or losses (see below). 

Income as interest can thus be said to correspond to the total sum of 
the consumption and the saving expected to take place during a certain 
period, the element of saving being expressed in the increase in value 
of the capital, exclusive of gains and losses. 

Here it is assumed that the concept of income as interest is to apply 
generally, that is to say, not only as regards produced capital instru¬ 
ments, but also as regards land and labour, analogically with the 

the estimation of capital value is based, and should not, therefore, be taken to 
cover the appreciation of capital goods: “Clearly, then, increase of capital is 
not income in the sense that it can be discounted in addition to other items of 
income. If it is income at all, it is income in a peculiar sense, and nothing but 
confusion can result from having to consider two kinds of income so widely 
divergent that whereas one is discounted to obtain capital-value, the other is 
not” (The Nature of Capital and Income, p. 249). He thus lays himself open to 
the charge of inconsistency in making the term capital include all increase of 
capital, even such increases as arise through the accumulation of interest: 
“Daraus folgt, dass Ersparnisse und Wertvermehrung immer Kapital und 
nicht Einkommen sind“ (Der Einkommensbegriff im Lichte der Erfahrung, in 
Wirtschaftstheorie der Gegenwart, Bd. Ill, Wien, 1928, p. 28). This obviously 
runs contrary to his fundamental postulate, according to which capital consists 
of value at a given instant of time. The interest which applies to a period of 
time is in the nature of a time stream and cannot, from this point of view, be 
dragged into the concept of capital; it is clearly income. It is, moreover, 
significant that Fisher himself employs the terms "earned income” and 
“standard income” for this concept, which he contrasts with his own concept 
of income, “the realized income.” The conflict is to be solved in this way: 
that we clearly distinguish two different categories of income—income as a 
“flow of services” and income as a "flow of capital value.” 
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comprehensive concept of capital developed with such success by 
Fisher, Fetter, and others. Interest can, then, no longer be regarded 
as a special income-category side by side with rent and wages: on the 
contrary, all forms of income are to be taken as current interests on the 
corresponding capital values. If, in accordance with the traditional 
definitions, rent and wages are taken as the value of services supplied 
during a certain period, an addition should consequently be made for 
any increases in value which these factors of production have under¬ 
gone by reason of a surplus of accumulated interest, and alternatively, 
deductions should be made for any decreases in value that may have 
arisen as a result of the value of the services supplied exceeding the 
interest. 

If it is considered desirable to adhere more closely to the conven¬ 
tional concepts, the most satisfactory compromise would be wholly 
to disregard changes in the capital value of labour. By way of justi¬ 
fication, it may readily be urged that since the abolition of slavery it 
has not been necessary to set a capital value on human labour-power, 
except in the way one estimates the solvency of an individual when 
advancing him credit. In this case the total income emerges as the sum 
of the current interest on all capital, exclusive of human capital, and 
the value of the labour-services during the period. But from this sum 
a deduction must be made for expenses incurred in bringing the workers 
up to the requisite standard of efficiency (provided that these expenses 
do not at the same time conduce to personal satisfactions). Otherwise 
double counting will arise, as in the calculation of wages no deduction 
corresponding to the amortization of these expenses is made. Conse¬ 
quently the saving included in the calculation of income only corre¬ 
sponds to external capital goods; capital in a personal form is left out of 
account. 

It does not matter so much which of these constructions one chooses, 
provided only that it is carried to its logical conclusion. In both cases 
a concept of income emerges of great value from the point of view of 
theoretical analysis; for, referring to a certain period forward, it allows 
a quite consistent determination of the much debated concept of saving 
as one of the price-determining factors for the said period. For 
statistical purposes, on the other hand, this concept of income is less 
useful, as it is based to such a great extent on subjective factors, not 
statistically computable.* 

• It should be understood that this calculation of interest is undertaken by 
the owners of the capital and is, accordingly, based upon their own individual 
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The question arises, therefore, how may we widen the usefulness 
of the concept of income for statistical purposes, without too big a 
sacrifice of its theoretical preciseness. 

III. INCOME AS EARNINGS 

The simplest procedure would perhaps be to add together income as 
interest and the gains and losses which arise during the period to 
which the calculation of income applies. Income in this very wide 
sense would thus be calculated as the sum of the actual consumption 
and the increase of capital value which has taken place during a certain 
period. Both these items could be treated statistically, especially if 
human beings are excluded from capital stock. For this concept of 
income, the term used in this paper is “earnings.” 

The concept earnings, understood in this sense, has the great merit 
that its compass can be determined in a quite obvious way. It has 
therefore proved of great use in business economics, and in certain cases 
it has been used (though in a somewhat modified form) as a basis for 
assessing the taxation of income, e.g. in the case of the federal income- 
tax of the United States of America. It is, accordingly, of interest to 
investigate the theoretical significance of the points of divergence 
between this concept of income and the one discussed just above, 
i.e. the nature of the before-mentioned gains and losses. 

If the future could be completely foreseen, so that future streams 
of services and the rates of interest at which they should be capitalized 
were known beforehand, the total value of the capital stock could only 
be changed by the element of saving as defined above, that is to say, 
the difference between the interest income and the consumption. On 
this supposition, income as earnings (actual consumption plus apprecia- 

anticipation of yields and their own judgment and valuation of the risk factor. 
Also the rates of interest at which the estimated yields of future periods are 
discounted, and the rate at which the current interest on capital is estimated, 
are not the same for all persons, as the conditions of making and receiving 
loans are fixed in different ways. Further, it should be borne in mind that both 
the capital values and the rates of interest may change as time goes on; so 
that the total current interest for so long a period of time as a year should be 
calculated as a sum of the interests during the shorter periods of time during 
which the capital value, no less than the rate of interest, can be assumed to 
remain unchanged. (As regards the calculation of current income from work, 
this presents no difficulties as far as it is contractual in character. A calculation 
of other kinds of income from work must again be based upon an anticipation 
of unascertained items, that is to say, upon subjective factors as in the case 
just considered.) 
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tion of capital stock) would correspond to income as interest (anticipated 
consumption plus saving). 

Actually, however, as the future is only anticipated as a series of 
more or less probable alternatives, the determination of capital values 
becomes dependent on a number of factors which change as time goes 
on. Thus the expectations of future services clearly change their 
character the nearer the time comes for these services to fall due. At 
the same time the estimation of the risk factor will undergo modification. 
The result of this will not necessarily be a change in capital value, as 
these changes in effect may neutralize each other. But, as a general 
rule, it may be assumed that changes in the factors of capitalization 
will be accompanied by greater or smaller changes in the capital values 
themselves. These discontinuous changes in the value of capital stock, 
dependent as they are on the fact that individuals, through unforeseen 
circumstances, find themselves obliged to modify their capitalizations, 
are what have here been termed “gains and losses.”* 

From the above it follows that, for the reasons given, the classi¬ 
fication of gains and losses as positive or negative items of income for 
the period in which they occur is hardly satisfactory. For here it is not 
a question of a flow of benefits through a period of time, but of changes 
which occur at certain instants of time (that is to say, when the owner 
of capital goods changes his estimation of its value) and thus, strictly 
speaking, have no time dimension. Consequently these instantaneous 
changes should not be reckoned in with the saving which occurs during 
a certain period either, as the term saving should really be kept for the 
refraining to consume income. Instead, we may assert that the gains 
and losses constitute adjustments of the estimation of savings which 
have been realized during preceding periods, because the anticipation 
of the future, upon which every attempt to estimate the savings must 
be based, changes in nature with the passing of time. These adjust¬ 
ments of the existing capital values have of course a quite different 
economic meaning from an increase or reduction in capital value through 
an excess or deficit of current interest in relation to consumption. 

The conclusion must be, then, that the concept earnings, understood 
in the above-determined sense, is inclusive of elements which must be 
kept separate in a theoretical analysis. This concept, therefore, hardly 

• Cf. Gunnar Myrdal, Prishildningsprohlemet och fdrdnderligheten {The Pricing 
Problem and the Change Factor)^ Uppsala, 1927, where the distinction between 
incomes and costs on the one side and gains and losses on the other is con¬ 
sidered fundamental in the treatment of the problem of profits. 

404 



THE CONCEPT OF INCOME 


provides an ideal solution of the problem of how to arrive at a concept 
of income that will be both tenable theoretically and practically useful 
at the same time. 


IV. INCOME AS PRODUCE 

In this case, income is defined analogously to the concept of production. 
Net income becomes identifiable with the net value which the owners 
of the factors of production receive as remuneration for their con¬ 
tributions to the productive process. This net value is usually defined 
as the difference between the value of the product realized during the 
period and certain items which have been reckoned as products of 
previous periods and therefore must be deducted to avoid double 
counting. 

In the majority of cases, income in the practical sense is understood 
in this way. In business economics and tax law, this concept of income, 
the ‘‘income produced,” is more favoured than the concept of income 
we have just discussed, the earned income. It lies at the base of most 
computations of the national income, and corresponds roughly to what, 
in the language of daily life, usually goes under the name of income. 

It is to be regretted, therefore, that this concept of income cannot 
be defined in such unambiguous terms as the concepts which have 
already been dealt with. In determining the plus and minus items 
which are included in the income calculation for a certain period, 
different principles are often applied, so that the content of the concept 
is apt to vary within rather wide limits. These variations can be brought 
into line with each one of the three concepts of income dealt with above: 
in determining the positive items the choice lies between the consump¬ 
tion concept on the one hand and the interest and earnings concepts 
on the other; as far as the negative items are concerned, one has to 
choose between the two latter concepts. 

As regards the calculating of the positive items, an approach is made 
to the first alternative—income as consumption —according as to whether 
we insist that only finished products should be reckoned in the value 
of production. The more it is insisted that the reckoned products 
should be considered as marking the climax of the productive process, 
the more will the income calculus for these products tend to be 
postponed to the consumption period. The agreement between income 
as consumption and income as produce would clearly be complete if 
only the products consumed were reckoned as positive items, in which 
case there would of course be no negative items. 
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If, again, the positive items are not limited to finished products in 
the technical or economic sense, but are taken to cover all services 
rendered during the period, the net value of the production will be 
equal to the whole increase in value of the capital stock, which results 
from the productive process. In this case we come nearer the two other 
concepts of income (interest and earnings). 

The minus items are, in the produce concept of income, calculated 
in a different way from that of Fisher. He, as mentioned above, subtracts 
all capital-producing services during the period when they are furnished. 
Here, on the contrary, they are not deducted until the periods during 
which the capital goods concerned are utilized. Thus income as produce 
will cover not only consumption but also the amount by which the 
production of capital goods exceeds the capital consumed. The capital 
consumed can, however, be calculated in different ways. Approach may 
be made in this connection either to the concept of income as earnings 
or to the concept of income as interest. 

The concept of earnings we approach, according as the deductions 
for raw materials and the depreciation of capital instruments are based 
on the original costs of production. If (owing to unforeseen circum¬ 
stances) the value of these goods subsequently rises or falls, the gain or 
loss which this change in value implies is, by this method of calculating, 
partly reckoned in with the net income. The gains and losses, however, 
cannot be so fully accounted for as in the concept earnings as above 
defined. In the first place, as regards the durable capital instruments, 
the gains and losses are not reckoned in the income for the period 
during which they take place. They are, on the contrary, spread out 
over all the periods during which the capital is used, since the amounts 
written off, which have been determined by the original costs, are too 
high or too low in relation to the later values. It is to be noted, further, 
that gains and losses referring to land and capital instruments which 
are not being used up and for which, therefore, no deduction is made, 
do not enter into the calculation of income at all. 

In so far as these deductions, on the other hand, are calculated ac¬ 
cording to the prices for the current period and are thus based not on 
the original but on the actual cost of production, income as produce 
will tend to correspond to income as interest. In this case capital gains 
and losses will not be included in the income: the income will corre¬ 
spond to the net value earned during the period, due deduction having 
been made for the actual diminution in value of the capital instruments 
caused by the productive process. This diminution can, for a durable 
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capital instrument, be defined as the amount by which the value of 
the services rendered exceeds the accumulated interest on the capital 
value during the same period. If this amount is written off, that is to 
say, deducted from the positive item, i.e. the value of the services 
rendered, the accumulated interest emerges as the net income. 

Even so, this correspondence to the income as interest concept 
can never be regarded as complete. Firstly, all appreciation due to the 
time-factor is not counted as produce. In so far as this appreciation 
does not apply to the product but to the factors of production, it can 
only be included in a somewhat incomplete way by fixing the deduc¬ 
tions for the using up of capital. Further, the calculation of income as 
produce is made after the termination of the period concerned, whilst 
income as interest applies to a certain period forward. Consequently 
gains and losses referring to the interest realized during a certain period 
(not the capital proper) are included in the latter but not in the former 
concept. 

For various practical purposes it is perhaps possible to defend 
different variants of the produced income concept. But from the point 
of view of theoretical analysis there can be no doubt as to which of 
the variants is most satisfactory. An approach to the consumption or 
the earning concept leads to mere compromise which should be 
abandoned in favour of the fundamental concepts, consumption and 
earnings. These concepts, moreover, could be turned to good statistical 
use. An approach to the interest concept—^which implies that all 
services rendered during the period are reckoned as positive items and 
that the negative items, referring to services furnished during previous 
periods, are reckoned according to, not the original, but the actual costs 
of production—has, on the other hand, a more definite theoretical 
content: that the produced income is the interest which is realized 
during a given period. 

The result of this investigation is, then, that for a certain period 
forward the anticipated interest, and for a period reckoned backward 
the produce in the sense of realized interest, is the most adequate 
expression of the income idea. According to this, saving can be defined 
as the difference between the anticipations of interest and those of 
consumption, and realized savings as the difference between realized 
interest and actual consumption during a given period. 
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FINANCIAL ORGANIZATION AND THE 
PRICE LEVEL 

A. LOVED AY, Geneva 

A DEBT of gratitude is owing to all those economists who in the early 
years of the present century and the last decade or more of the nine¬ 
teenth directed special attention to the social risks of wide price 
fluctuations and to the problem of the recurrences of periods of 
economic depression. 

The magnitude of those dangers has been all too tragically borne 
in on us during the last few years. But whether the full significance of 
what has happened and its implications for the future have yet been, 
or indeed can be, fully apprehended is much more open to doubt. 
We are all perhaps too much inclined to believe that once we emerge 
from the slough and mists of the present depression we shall be able 
rapidly to devise means for averting similar disasters in the future. 
The belief is natural enough; for what is simpler than to attribute 
everything that seems bad, from our own psychosis to the price of 
wheat, to the war? Once the book-keeping of the war is closed, it is 
argued—once the burden of treaty debt is finally wiped out or ade¬ 
quately lightened and the world has had time to stretch its muscles— 
we are not likely ever again to be so beaten down in times of peace. 
This opinion is widely held even by those who may be amongst the 
least hopeful concerning the immediate means of escape from our 
troubles. But without being open to the accusation of adding ultimate 
pessimism to immediate misery, the grounds for this belief may be 
considered to demand very careful sifting. 

We may not—we do not—know the causes of the recurrence of 
periods of depression; but we do know many of the factors that con¬ 
tribute to their severity, and we should be able to take measures 
to counteract or weaken at least certain of them. Of these factors 
perhaps the most important is the dissimilarity of the duration of 
different classes of contract. The greater part of the national income 
of a highly developed State is divided amongst the population of that 
State contractually. Those contracts vary in length from that of a 
surgeon who may in any hour contract to sell his skill in the next, 
to that of the landlord who lets his house on a ninety-nine years’ 
lease. 
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When prices and the national income expressed in money values 
diminish, the money claims represented by the contracts remain 
unchanged; the contractors who have received a money claim obtain 
a greater share of the national dividend and others obtain less. When 
contracts are for short periods, as, for instance, those for weekly wages, 
the shift in the distribution of income may be nugatory or nil. They 
can be changed as rapidly or almost as rapidly as the prices of com¬ 
modities move. But when they stretch over a period of years, or when 
rapid change is in practice difficult, they must affect the distribution 
of income and thus of purchasing power. 

A general fall in prices must tend to reduce profits which are 
variable and wages to the extent that they are variable; to the extent 
that wages are not it will increase unemployment instead. As unemploy¬ 
ment increases the quantum as well as the value of the national income 
will diminish. Those benefiting from long contracts—enjoying so-called 
fixed incomes—^will obtain a constantly increasing share of an income 
which may thus tend to diminish on account of both of the factors of 
the product. 

The effect of such a change upon economic activity will depend 
on the manner in which society is organized. If those with long con¬ 
tracts—^the landowner or the bond-holder—constitute a section of 
society largely distinct from the entrepreneur and the wage-earner, 
then the demand for goods will shift from the great necessities of life 
to other consumption or may be to capital goods. The increased demand 
by the rentier class may in part offset the reduced demand of the 
entrepreneur. To the extent that that happens is industrial organization 
unaffected. But, in fact, it is more probable that demand for all classes 
of goods will slacken. The rentier is likely to be less conscious of an 
increase in his income when that increase comes about indirectly 
through a fall in prices, than when it is due to a direct increase of his 
money income. He may in consequence be less inclined to increase 
his consumption and thus automatically save more. But the willingness 
to invest tends to weaken when commodity prices and profits are 
falling and the demand for goods shifting uncertainly, so that the 
savings may lie idle and prices be still further affected. 

It is not my purpose here to attempt to sketch this rake's progress 
of declining prices. The point which I desire to throw into relief is, 
that in a financial organization such that claims on national income 
vary less readily than do prices of goods, the rigidity of those claims 
itself constitutes a contributory cause of further price declines. The 
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greater the proportion of monetary fixed claims in society as a whole 
the greater the danger. 

In the international field the effects of such fixed claims are still 
more serious, because when prices fall the transfer of wealth from 
debtor to creditor that has to be made is not within the country. It is 
not the distribution of a national income that is affected directly, but 
its amount. A larger slice must be cut off the national income of the 
debtor state and handed over to the foreign creditor. 

The difficulties and dangers described may be met either by 
preventing a fall in prices occurring or by loosening and lessening the 
financial and other rigidities. Opinion has hardened rapidly in the last 
few years, and with good cause, in favour of devising measures for 
stabilizing prices after an initial rise from to-day’s levels has taken 
place. How far a policy of price stabilization will prove successful 
must remain for the future to determine. But at least it is clear that 
to neglect the other side of the problem, to fail to take measures to 
remove financial or other rigidities, in the blind hope that some magic 
trick will be found for replacing the price fluctuations of the past by 
a horizontal line projected indefinitely into the future, would be 
imprudent. 

If those responsible for financial policy fail to adopt measures with 
the deliberate intention of reducing rigidities, there would appear to 
be but little reason to believe that the financial organization will 
automatically become more supple. 

All investors are inevitably influenced by two contradictory 
desiderata—that of making as large a profit as possible and that of 
obtaining the greatest measure of security for their capital. When 
industrial and commercial undertakings were privately owned these 
two principles affected the policy of the individual owner, but so long 
as the owner was employing his own capital they only affected the 
community as a whole when some passing influence swayed owners 
in the aggregate from a relatively conservative to a relatively speculative 
policy, or vice versa. I'hey did not affect the community by modifying 
the financial mechanism itself—by making it now rigid, now flexible. 
Whatever their effect on policy, risks within the community were 
evenly spread so long as the business worked with its own capital. 
In recent years the joint stock system, under names varying with the 
law in different countries, has replaced to a constantly increasing 
extent the more personal enterprise. Under it the spreading of risks 
has come to depend largely on the extent to which those who saved 
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were prepared or enabled to purchase debt or equity. Gradually with 
the growth of the big industrial concern, with the extension of the 
multiple shop, with the bridging of the ravines which isolated markets, 
a greater and greater proportion of the population has been thrust out 
of positions of direct, independent control into the mass of wage¬ 
earning and salaried classes. Such persons can no longer invest in 
themselves; to the extent that they play for safety or apparent safety, 
and give preference to fixed interest-bearing obligations over profit- 
sharing equities, they inevitably add to the rigidity of the financial 
system. Many forces have induced them to prefer safety to profit. 

The composition of the investing class in most countries has 
changed. With the elimination of big fortunes through inflation or 
other national disasters, with the application of progressive taxation 
in overtaxed states, with the decay of the great landlords, capital has 
become more evenly distributed and the small capitalist is necessarily 
less willing to assume risks than the great. He is, moreover, less able 
to control. Ownership of industry—^through shares—is to the small 
investor divorced of all reality of ownership. He cannot influence 
policy; whatever his ideals may be, he cannot through his individual 
will determine the lives of the human beings which that industry 
represents. He may gain or lose—he cannot control. Of the sense of 
immediate responsibility to which ownership should give rise he is 
deprived, and the desire to own which that sense engenders cannot 
be his. If he purchases equities, it is for profit alone—it is a form of 
gambling, less risky perhaps than horse-racing and less crude than 
cards. But it is a form of gambling for which the small is much less 
suitably equipped than the large capitalist. The individual stake is too 
high, and because it is too high the small investor cannot spread his 
risk. The large capitalist may devote one-tenth of his capital to pur¬ 
chasing common stock in a score of different companies, the profits 
on two or three of which may wipe out all losses. The small investor 
may have to place the whole of his tenth in one concern—and he is 
likely to be ignorant. How, indeed, can he choose between the rival 
recommendations of the financial tipsters in the daily pressor interpret 
the obscurities of balance sheets “taken as read”.? As national income 
increases and more and more concerns are devoted to meeting that 
vacillating demand that now throbs and now relapses into quiescence, 
once the major needs are met, his difficulties increase and, failing to 
overcome them, his chances of the large compensatory profit diminish. 

It is natural that in such circumstances there should have been 
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a tendency to prefer fixed interest-bearing securities to equities, and 
that natural tendency has been strengthened by changes in financial 
mechanism and in the character of the demand for capital. 

The first instinct of the small investor in such circumstances is to 
leave his money on deposit or savings account. In a few countries the 
banks have endeavoured to change the form of such deposits by 
inducing the public to take up shares or to diminish them by converting 
bank overdrafts into new share capital. But in the majority of countries 
in post-war years there have been no such efforts, and the deposits have 
been employed directly by banks to grant advances or finance over¬ 
drafts to industry. This has proved, as it was inevitable that it should 
prove, doubly dangerous. The industries have been financed by debt, 
and the banks have, for the most part, borrowed short from the public, 
and, whatever the form of their advance, in fact lent long to industry. 
They have not confined their loans to financing materials in process, 
but have allowed them to be used for the purchase of equipment, 
or the extension of plant. The fixed claims on industry have proved 
an intolerable burden when prices fell, and in the final analysis the 
risks of industry, once the pad of profits had spent its resistance, were 
concentrated upon the banks. In place of the self-liquidating bill we 
find to-day the self-liquidating bank. 

This accumulation of deposits by banks has been facilitated by 
the high rate of interest which banks could offer owing in part to the 
scarcity of capital, but owing in part also to the circle of the system 
itself. As the obverse of the high rates on deposits were to be found 
high rates to industry on advances—rates involving sums which had 
to be deducted before profits could be calculated. To industry the 
system of financing by debt in such circumstances meant lower profits 
and to the investor a reduced comparative advantage in the purchase 
of profit-bearing equities. 

Of scarcely less general importance and internationally of much 
greater importance has been a still more profound change in the 
financing of industry. Throughout the whole of the present century 
there has been a steady growth in the share of total industrial activity 
undertaken by the State or other public authorities. The railway 
companies have been converted into State undertakings; the tramway 
companies, the gas companies, the electric lighting companies into 
municipal undertakings; more and more goods are transported over 
roads constructed with public money; more and more private capital 
is being absorbed by governments, local and central. Where the capital 
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is sought abroad, it is obtained by the sale of fixed interest-bearing 
obligations, not by the flotation of a foreign company, the issue of 
shares, or the granting of a concession. The undertakings are thus 
financed by debt and the whole community becomes the debtor. When 
prices fall the debt obligation remains unchanged in terms of money, 
and to meet it a greater quantity of goods has to be sold abroad. Had 
the undertakings been financed by equities, the transfer of commodities 
required in times of serious depression would in all probability have 
been less, not greater, for profits would have been lower. The effect of 
State financing in its present form is thus to increase the burden on 
the country when the country is least able, and to decrease it when the 
country is best able to bear it. 

In recent years the rates of interest on capital have not only been 
abnormally high, but have, owing to local capital scarcity, varied 
widely from country to country. An abnormal opportunity has thus 
been afforded to those who sought high returns to obtain them while 
investing in a form of security with ostensibly ‘‘fixed interest.” The 
attention of the risk bearer has thus been diverted from a form of 
security by means of which his willingness to share risks lessens the 
strain on the fisc and the exchanges when income falls to a form 
under which the risk materializes only after the strain with all its 
social consequences has proved intolerable. 

How far may we expect then that those financial tendencies of 
post-war years which have rendered economic society less adaptable 
to changes in economic activity and in the level of prices will continue 
in the future? There has been a reduction in the total monetary value 
of fixed claims on the social income resulting from conversions schemes, 
the depreciation of the currencies of certain creditor States, the elimina¬ 
tion or suspension of certain forms of treaty obligations, bankruptcy, 
(either of the debtor or the creditor) and temporary or definitive 
arrangements between creditor and debtor. If prices rise the world 
may thus find itself with a lighter burden to shoulder. But it is not 
the static situation at any given moment of time that should be con¬ 
sidered, but the probable development over a period of time. 

Will the system of financing industry by debt, either through banks 
or public authorities or by means of debentures, develop or decay? 
It is reasonable perhaps to expect that for some time after economic 
recovery has started capital will continue to rule very much lower in 
price than it did between 1918 and 1929. To the extent that 
happens will the relative attractiveness of both fixed interest-bearing 
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securities and of bank deposits, as compared with equities, have 
diminished. Further, the losses on international bonded securities 
have been so great that the power to borrow—almost irrespective of 
price—^will almost certainly be very substantially weakened even when 
the world economic machine rotates once more. But man is by nature 
a forgetful animal and, though it may be expected that the manifold 
defaults of indebted Governments may for a time render domestic 
equities more attractive than foreign bonds, it is probable that after 
a relatively short period of reluctant hesitation the small, conservative, 
and ignorant investor will once more be tempted by the high, differential 
rates of so-called fixed interest at which the loans of States with in¬ 
adequate domestic savings must inevitably be floated. The investor 
rarely realizes what proportion of “fixed interest” rates represents a 
premium against risks; the premium in consequence is rarely adequate. 

But considerations such as these relate to the variable phenomena 
of price, risk, and confidence. More important in the long run is the 
probable development of social organization and financial machinery. 

There is no reason for assuming that the importance of the small 
investor will diminish; nor is it likely that he will very rapidly or to 
any very marked extent be able or willing to increase his share of 
conscious risk bearing. There are, it is true, certain signs of industrial 
decentralization—of the growth of small local units of industrial output 
able to compete successfully with the large centralized industries 
weighed down by their fixed overhead charges. It is possible that as 
national income increases and demand becomes more scattered and 
turns more to quality or specialized articles, further opportunities for 
the small producers of distinctive articles may present themselves, 
and that the small investor may be able to devote part of his capital to 
purchasing a share in such local undertakings. But, if such development 
actually takes place, it is likely to be slow and hesitant. If any substantial 
improvement in the system of financing is to be effected in democratic 
societies, some means must be devised for permitting the investor to 
spread his risks or for modifying the nature of fixed debt claims. 

The insurance company, the investment trust, and the holding 
company all contribute their share to the solution of the problems 
that beset the small investor. But the insurance company makes its 
benefits in part or in whole conditional upon the demise of the policy 
holder, and is itself, moreover, a large-scale debitor at fixed rates. The 
holding company may well seem to the investor to keep too many of 
its eggs in too few baskets. The founders of investment trusts have so 
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frequently chosen the most inopportune moment of inflated boom prices 
to float their companies as to have created a not inexplicable feeling 
of mistrust. 

It would be unwise to dogmatize concerning the form of organiza¬ 
tion required. The most appropriate form is likely to vary from country 
to country; but it is, I think,evident that in almost all countries some 
mechanism for spreading risks is required, and much educational 
work will have to be undertaken in order to persuade both the public 
and the banks that some change is essential and that facilities can be 
devised. It is during the period of depression that such changes can 
most suitably be initiated and that such existing legislation as at present 
hampers them can most suitably be modified. With whatever success 
endeavours to build up the requisite mechanism for spreading the 
risks inherent in the purchase of equities may ultimately be crowned, 
it is certain that in the great majority of countries the process will 
be a slow one. Not only have the nerves of confidence been racked in 
recent years, but the disaster that has overtaken industry has been so 
overwhelming that the investor dependent upon his unearned income 
will necessarily argue that, however well he might have selected his 
shares, he would have been compelled to suffer an intolerable reduction 
of income had he placed his reliance wholly or indeed mainly upon 
equities. He can scarcely be expected to take into consideration the 
extent to which the present crisis might have been mitigated had there 
been less financing by means of debt. Further, the so-called commercial 
banks over the greater part of Europe are too habituated to acting as 
hanques d'affaires to change readily or perhaps even to realize fully the 
need for change. A long process of education will be required before 
any substantial improvement can be expected. 

The development of some mechanism for spreading risks, moreover, 
would do little to solve the international problem. It is for this reason 
that it has been suggested by certain writers that a clause might be 
introduced into international loan contracts under which the service 
or a part of the service of the debt should vary with changes in an 
international price index. Such a suggestion would seem to involve 
two difficulties, one of a theoretical, the other of a practical order. 
Price is the expression of the value of goods in certain defined currencies. 
An international price index, in order to be calculated at all, must 
incorporate prices in terms of a number of currencies. It is at least 
doubtful whether such an index would have any meaning, whether, 
that is, it would measure anything subject to definition in terms of 
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an appropriate instrument of measure. Is it more possible to measure 
any commodity in terms of francs and dollars than to measure the 
weight of pig iron by means of a (weighted) average of unconverted 
pounds and kilos? Secondly, even if we are courageous enough to 
assume, for the sake of argument, that an answer can be found to 
these theoretical questions, what prospect is there that that answer 
will be sufficiently comprehensible to the layman to induce him to 
stake his money on it? But nothing is more difficult than to foresee 
what the public will believe, and it must not be taken as excluded that 
the obscurity of the meaning of an international index, if meaning 
there be, would preclude its utilization. 

This proposal can claim the advantage that it is applicable to any 
sort of bond. But it does not constitute by any means the only method 
by which greater suppleness might be given to international financial 
operations. 

There are no apparent grounds for assuming that the tendency for 
public bodies to enlarge the scope of their undertakings will be reversed. 
But public control and enterprise need not necessarily involve financing 
by means of debt. They are in no way necessarily incompatible with 
the formation of public utility companies capable of issuing their own 
shares. Indeed, in recent years quasi-independent public utility com¬ 
panies have been created by a number of Governments. The objections 
to such a procedure where foreign capital is required are, however, 
not inconsiderable. On the one hand, the borrower is naturally unwilling 
to surrender completely to foreign control some essential national 
public service; on the other, the foreign capitalist is no less naturally 
hesitant about sinking his capital in an enterprise which may well 
be conducted rather in the interests of the community as a whole than 
in that of the shareholder. 

If no compromise between these conflicting considerations can be 
found, it may prove necessary to devise some new form of mortgage 
security the dividend or interest on which is dependent on profits and 
constitutes a claim ranking prior to any other dividend. 

The owner of such a security would, like a mortgagee or debenture 
holder, not be concerned with the conduct of the business; he would 
have the advantage over an ordinary shareholder in a foreign company 
that his right to interest would rank prior to the payment of any dividends, 
and the dual advantage over these and preference shareholders that he 
would be a creditor in the event of liquidation or reconstruction, and 
that no claim ranking prior to his could be created. It is not necessary 
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to enter here into the many technical questions to which the creation 
of some such new form of security would involve. The essential 
desiderata are that its service should reflect in some automatic manner 
the capacity of the undertakings, and through the aggregate of under¬ 
takings of the country to pay, while assuring to its owner the greatest 
possible degree of security of income. Thus a certain proportion of the 
coupon service might be definitely fixed; a condition might be made 
retarding the rate of amortization in bad times before the coupon was 
affected and accelerating it in times of prosperity. The essence of any 
such innovation should be elasticity. 

Securities of this character could not, of course, be employed for 
the purposes of Government loans, the proceeds of which were intended 
for instance for currency stabilization or for public works such as road 
construction, which could not be conducted on a profit-earning basis. 

The criterion for economic international loan transactions should 
be that the proceeds of the loan could be so employed as to increase 
both the national income and the transfer capacity of the country by 
an amount at least equal to the total service of the loan during the 
whole period of its currency. When the proceeds are employed on 
non-profit earning undertakings the most rudimentary elements for 
applying this criterion are lacking, and the world is likely rather to gain 
than to lose if changes in financial organization or habit malce the raising 
of such loans more difficult. 
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ENTERPRISE AND THE TRADE CYCLE 

D, H. MACGREGOR, All Souls College, Oxford 

I. Realistic studies of the trade cycle are concerned to explain a par¬ 
ticular phenomenon which has occurred, and therefore they collect and 
seek to co-ordinate such data as can be measured. They are sometimes 
criticized as being inconsequent, on the ground that no number of 
historical series is a real explanation, and that such explanation must 
be derived only from a theoretical analysis of the structure and inherent 
influences of private enterprise. As the study which follows would be 
called realistic, it may begin by a statement why I do not accept the 
latter point of view. 

It is an economy of effort to seek to understand what has happened, 
and continued to happen, rather than something which might happen, 
or might have happened. What purely theoretical analysis of com¬ 
petitive influences can supply is the demonstration of tendency; but 
it is subject to the difficulty that a large number of such tendencies 
may be demonstrable. It cannot show that it has considered all the 
possible influences or all the possible relations between them. A number 
of theoretical demonstrations why the course of private enterprise 
should be a fluctuating one may all be true together. Any particular 
theory only proves that there is one key which may fit the lock, but 
not that other keys may not fit it also. It cannot be theoretically shown 
that a clue is the only clue, or that the total number of possible clues 
has been exhausted. Theory is not independent of statistics, for it 
is not satisfactory until it has numbered all the possible theories, and 
reached a conclusion by the method of rejection. It is practically never 
in a position to do this. Hence A, B, and C may all be right in their 
general theory of fluctuation, each supplying a certain intellectual 
exercise in deductive economics. 

These theoretical explanations of cyclical development, which 
oppose themselves to realistic studies, would also be seriously em¬ 
barrassed if the thing for which they offer a strictly necessary explanation 
were to cease to happen, and become a historical episode, policy and 
structure continuing generally as before, but organization, knowledge, 
and communication taking a larger part. This would be the case with 
such a theory as explains the cycle as a necessary result of the passage 
from barter relations to those of money and credit, treating this explana¬ 
tion as necessary and sufficient. 
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No theory contains the proof that it has exhausted the possibility 
of alternative explanations. All pure theories have, therefore, an in¬ 
herent statistical problem of their own. The recourse to realistic study 
is necessary in order to define the range within which theory is appli¬ 
cable to what did, as compared with what might, happen. It does not 
dispense with theory, but with some theories. 

Both realistic and deductive treatment of the trade cycle differ 
from what may be called tracings. These start from a point, usually 
a point of depression, and trace the course of events up and down the 
slope. They also differ from contingencies^ according to which there 
is no cycle, but a series of historical disturbances having different 
causes. 

2. This paper is a realistic study, in that it seeks further to define 
the field of applicable theory by the examination of further data which 
are sufficiently recurrent to exclude contingency. It is the residue of 
a study of which other parts suffered the fate of supplying no results. 

The enquiry turns upon the question whether any indices of business 
enterprise can be added to the other indices of the trade cycle, and 
whether any further light can thereby be thrown on the theory of that 
cycle. It is concerned with British conditions, and mainly with positive 
matters of fact. 

A number of indices of the trade cycle have usually been included 
in the demonstration of the ‘‘pulse of the nation.’’ Of these, some 
may be called primary and some secondary. Among the primary 
indices there must certainly be reckoned those of employment and 
prices. It is significant of the nature of the cyclical influences that 
prices and employment should vary in direct relation to each other, 
since high or rising prices might also be accompanied by, and in fact 
cause, restrictions on employment. Their direct relation is indicative 
of the fact that fluctuation is concerned with changes arising primarily 
from the side of demand. Among secondary indices we ought to include 
the Bank Rate, if that rate has been administered mainly with a view 
to protecting a gold reserve, because it will then reflect the movement 
of prices; it would be different if the Bank Rate had been administered 
as a regulator of prices. Also, among secondary indices are such as 
follow almost necessarily from the state of employment, for example, 
a higher marriage rate, or a larger per head consumption of some 
staple articles of common consumption. These do not contribute any 
new facts regarding the state of the conjuncture to an analysis of its 
significance. Some indices are secondary in the sense that they count 
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over again what is included in a primary index; for example, the 
capitalization of joint-stock companies involves prices. 

But it is plain that both prices and employment are themselves 
the results of some condition of enterprise, and that there is a gap in 
the substance of the data in the absence of some index of enterprise. 
It may be assumed that there cannot be more employment without an 
expansion of enterprise, but it is, none the less, important to fix as far 
as possible the tendencies of enterprise of which employment and prices 
may be taken as the natural manifestations. To get to the bottom of 
the tendency called industrial fluctuation, we must use the most original 
index available, and this appears to be that of the formation and 
expansion of business enterprises. 

No use seems to have been made so far of the evidence available 
for this purpose in the data of the formations of joint-stock companies. 
Some use was made by Aftalion of the increase in the paid-up capitaliza¬ 
tion of existing companies. That is, however, the net result of formations 
and liquidations and, apart from the fact that prices are involved in 
capital values, it cannot be assumed that formations and liquidations 
are correspondently related to the course of the trade cycle. It can be 
shown that in England they are not. It is preferable to separate them 
for study, and also to use the number rather than the capitalization of 
the enterprises formed or expanded. It is the number of enterprises 
which best shows the spread of the influences at work. Therefore, the 
indices from which I have sought to obtain further information are 
those of company formations and liquidations* for the period for which 
they are available, which begins about the middle of the sixties of 
last century. 

3. Before going further, some comments should be made on the 
general question of the fluctuation which is the definition of the trade 
cycle. 

Some indices are rates or percentages, and these do not necessarily 
have a trend in a progressive society; the facts of the growth of popula¬ 
tion, and of the magnitude of the actual figures which follow from 
that, are allowed for in a rate. The rate of unemployment is an index 
of this kind. Between i860 and 1913 it has a fluctuation, but it has 
only a slight trend, and the figures can be used as they are given. 
Some rates do have a trend, such as those applying to the liquidations 
of businesses. That trend is, then, a social fact of new significance, 
and different from the trends which are simply the result of national 

* In another study. 
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growth as a whole. It is of new significance, apart from national growth, 
that the risk of labour, as measured by the rate of unemployment, 
did not have the same downward trend in the comparable period as 
did the risk of capital, as measured by rates of business failure. But 
indices derived from figures of growth, such as the figures of new 
enterprises, show only a relative position in relation to a trend, and 
the value of such indices, as cyclical indices, has been questioned. 

These indices are obtained as the ratio of each annual figure to 
the average of a number of years of which it is usually the centre. 
They show whether the original figure for a given year was relatively 
high or low; they are not dynamic indices of growth, but static indices 
of magnitude. Their purpose is to eliminate some persistent influence 
which is not what is being studied, but which causes a trend of the 
original data; such as the growth of population or of the supply of gold. 
There must be a known factor which it is reasonable to eliminate 
for the purposes of the study in question. The number of years on 
whose moving average the index of each particular year is based may 
be derived from observation of any direct indices which enter into the 
study, that is, from the average period of a fluctuation of those indices; 
in trade cycle theory, the index of employment is taken as the basis 
of reference. The index against the moving average of a trend is com¬ 
parable with the absolute figures of a rate, or direct index, because 
a rate has eliminated trend influences in another way by placing them 
in both its numerator and its denominator. 

Professor Cassel says that ‘‘if we start from a curve representing 
an average rate of progress, actual development naturally must be 
represented by a curve that alternately rises above and falls below the 
curve of uniform development. This is logically involved in the very 
conception of an average rate of progress. The existence of such a 
wave-like motion, therefore, does not require any particular explana¬ 
tion. I should like to underline that. It is obviously useless to undertake 
a tremendous work to discover a general explanation when in fact no 
such explanation is wanted.*^* If there must be a fluctuation, then the 
cycle is only a fact of arithmetical manipulation. But is this so? All 
that will follow arithmetically from indices taken against a moving 
average is that the sum of the positive differences from the trend line 
will be approximately equal to the sum of the negative differences. 
This is not the condition of a period of fluctuation ; it may give a move¬ 
ment which is quite irregular about the trend line. Trade cycle theory 
• The Crisis of the World's Monetary System^ P 35* 
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may be illustrated by contrast with variations of a moving index which 
do not show fluctuations. For example, we might take the variations 
of a seven-year moving index of the shipwrecks of British ships, and 
of emigrants from Britain to places outside Europe. The former varia¬ 
tion is due to random chances of weather, the latter to the mixture of 
reasons, some arising out of distress and some out of enterprise, which 
cause emigration. The former has eighteen one-year changes of 
direction in thirty-seven years, the latter shows some tendency to 
fluctuate, but with strong interference. Both may be contrasted with 
the derived indices which are given later, and which do show fluctuation. 

Fluctuation is fundamentally a physical idea and, when it is applied 
to social affairs, it means that mass results have certain regularities in 
their changes. What are the regularities of wave motion which give it 
its definition? I suggest the following. Fluctuation is more perfect 
according as (i) the index does not change its direction upwards or 
downwards between the successive high and low points which are 
taken as defining the fluctuation, (2) between such high and low points 
the index always crosses the base or trend line, (3) the envelope of the 
successive high points and that of the successive low points (the curves 
freely drawn through these points) are related to each other by con¬ 
vergence, divergence, or parallelism, (4) there is a period, in some unit 
of time, between successive high or low turning-points, which is 
adequate to the notion of the development of an influence. These 
conditions follow from the analogy which is being used. There is 
displacement, and a force seeking equilibrium; the equilibrium cannot 
be reached by maintaining the displacement, if the whole mass is not 
increased or diminished in proportion. If it has not so varied, a dis¬ 
placement in either direction must be compensated by another displace¬ 
ment in the opposite direction. This is obvious in physical fluctuation. 
In the fluctuation of employment or enterprise, the effective amount 
in any period of time is not such that a high or low displacement can 
be equilibrated at these points, but each must be compensated by 
recovery of the mass average. This is a statement of forces, not an 
identical proposition. Because of it, the fluctuation must have a period 
which gives these forces room to readjust. 

Direct indices are liable not to satisfy the third of the above con¬ 
ditions so well as derived indices, because there is a resistance to their 
movement downward; they cannot go below zero, and they meet a 
practical minimum. Derived indices have a more free fluctuation as 
percentages of their average, since this has allowed for everything. 
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But the third condition is one of a perfection of fluctuation not often 
to be expected. 

In the period here considered, the direct index of unemployment, 
and the derived indices of enterprise and prices, satisfy in a high 
degree the other conditions. This is obvious at a glance, the exception 
being the break in the price index between 1873 ^^ 79 f which 

are years taken as high and low points. 

4. Between the indices of enterprise, employment, and prices 
theoretical relations can be argued; it might seem that enterprise would 
follow prices, and that employment would follow enterprise. Or it 
might seem that prices should follow enterprise; or that this relation 
might be different in depressions and in booms of trade. Before dis¬ 
cussing the factual verification of this question, which is important to 
realistic theories of the trade cycle, some comments have to be made 
on the indices themselves. 

(a) Before the war, only one index of unemployment was available, 
the Trade Union sample percentage, which is to be taken in its 
“corrected” form, so as to give rough weighting between industries 
of larger and smaller fluctuation. No such fundamental index is available 
for so long a period for any other country. It is out of the average 
period of fluctuation of this index that we get the number of years 
which should be averaged to give corresponding indices of prices and 
enterprise. The Trade Union figures are strictly valid only as an index 
of fluctuation, but for what are called the main groups of mining and 
manufacturing industries (excluding services) they are apparently a 
fair measure of unemployment. They do not include agriculture. 
The average of the index is 4*4 %, so that, if the measure is approxi¬ 
mately correct, the proportional change in employment is about 
one-twenty-fourth of the proportional change in this index. The 
index has a “good” fluctuation. Between high and low points it only 
once changes direction, and then only to a slight degree (1896-97). 
There is no appeal to any other index of unemployment, as contrasted 
with the case of prices, where there are three indices to check against 
each other. After the war, the Trade Union figure is quoted on a 
declining sample of industries until 1926, and is much affected by the 
coal-mining disputes; excluding the years of these disputes, it fluctuates 
in the same way as the official index under the Insurance Acts, and 
this slight test confirms it as an index of fluctuation. What is more 
important is that its proportional changes at the turning-points are 
generally decisive enough. It is uncertain whether 1889 or 1890, and 
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1908 or 1909, is a turning-point, but it must be one or other of these 
in each case. Of ihe twenty-two ratios of change at the other eleven 
turning-points, only four are below 10 % (taking a point in the second 
decimal place), and the lowest is 6^%. This is more obvious in a 
logarithmic curve than on the usual graph. Thus the change from 
0*95 in 1872 to 1*15 in 1873 is a decisive change, though the figures 
are low. It is on this general “acuity*’ of the curve that we have mainly 
to rely in accepting its critical points. 

But the omission of agriculture is important, if the unemployment 
index is to be compared as regards critical points with indices of prices 
which are strongly influenced by agricultural values. Agriculture in 
1861 represented about 20 % of the occupied population, and in 1911 
about 8 %. Its ratio to the group of industries covered by the Trade 
Union sample declined from about one-seventh to one-eleventh in 
that period. It is reported to have a very low rate of unemployment, 
and a very low fluctuation. The exclusion of a low-rate industry of 
rapidly declining relative importance means that, if it had been in¬ 
cluded, the trend of the general rate of unemployment would have 
been more positive than the trend of plus i in 50 which the quoted 
figures show; and also that the fluctuation is greater than it would 
have been with agriculture included. But as regards the effect on 
turning-points, it appears that the “acuity” is great enough to maintain 
these, against the influence of an industry with a relative weight of 
(say) one to nine, and a rate of unemployment which would be high 
at half the average rate of the other industries. In other words, the 
change in agricultural unemployment required to alter a turning-point 
would be such as to give it an impossible rate of unemployment. This 
can be verified for the only years which matter after 1879, ^he years 
1893-94, when the Trade Union index changed by 6*5 %, its smallest 
rate of change. Up to 1874, agriculture had too low a rate of unemploy¬ 
ment to matter at all; and it is known that 1879 was a severe depression 
for it as for other industries. 

It may be concluded that the unemployment index is reliable as 
regards critical years of change for comparison with indices of general 
enterprise and general prices. 

(b) It requires argument also to justify the index of enterprise 
which is here employed. That is based on the annual formations of 
new limited joint-stock companies, of which an index can be con¬ 
structed since i860. This source of information does not appear to 
have been used hitherto. Since 1884, it is possible to trace the annual 
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increase in the number of companies on the register, or of their capital, 
and this was done by Aftalion. But that figure is at best a net result, 
showing the excess of formations over liquidations and dissolutions, 
and there are technical administrative reasons why, in this country, 
a net result of this kind is unsatisfactory; especially the reason that 
the number of companies removed in any particular year by dissolution 
(under the Act of 1880) is accidental. It will be found, too, on examina¬ 
tion, that the annual increase in the register is often far from equal to 
the net difference between new formations and the sum of liquidations 
and dissolutions. It can be shown that in England liquidations do not 
have a very close relation to the fluctuation of the trade cycle, so that 
new enterprise must be taken gross and not net in order to show 
whether it has such a relation. 

The annual formations of new companies, as distinct from new 
registrations of old ones, are, of course, not identical with new businesses. 
Existing businesses may be converted into the company form. There 
are known to be cases where that conversion is made, for less desirable 
reasons than expansion of enterprise, by firms in an insolvent condition. 
But it is assumed that in general the assumption of the company form 
means an expansion of enterprise. It has been shown by Dr. Clapham 
that in important industries in this country joint stock was a slow 
development after the Companies Acts were passed, so that the “firm’* 
was for a long time the representative type. The only figure to hand 
of the extent to which new companies were new businesses is one given 
by the Registrar to the Royal Commission on Trade Depression in 1886. 
Of the 7,000 companies formed in the years 1880 to 1884, 560 were 
conversions of private firms.* Companies “of a private character” were 
about one-third of all companies registered in the first six months of 
1890, but this does not mean that they were all or mainly conversions 
out of private firms. Examination of the list given to the Committee 
of 1895 shows that two-thirds of these “private” companies had 
anonymous titles, and one-third were registered with personal names.f 
The conversion of public companies to the form of “private” ones in 
the legal sense of the Act of 1907 is a different movement, which 
proceeded rapidly, but is not relevant here. 

In this connection, it appeared worth while to obtain some other 
indication of the way in which partnership was affected by the Com¬ 
panies Acts. This could only be derived from the numbers of partner¬ 
ships dissolved each year, these numbers being taken as indicative of 
* C. 4621. t C. 7779, pp. 56-63. 
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the extent of the whole field of partnership. A sample was therefore 
taken from the Gazette by counting the dissolutions in the first issue 
after the middle of each month and multiplying by eight, as the 
Gazette appears twice a week.* For decennial periods the average annual 
figures are as follows: 

186Z-71 .. .. .. .. 2,520* 100 

1872-81.. .. .. .. 2,720 108 

1882-91.. .. .. .. 2,380 94 

1892-1901 .. .. .. 2,260 90 

1902-11.. .. .. .. 2,050 81 

But this rate of decline of partnership applies to the whole field of 
industry and the professions. It must be supposed that in the professions 
partnership has increased with general progress, since solicitors and 
doctors do not form companies. The industrial decline of partnership 
has been more rapid than these figures show. If one-tenth of partner¬ 
ships in the sixties were professional, and these had increased in 
proportion to population, the decline in industrial partnership would 
have been about one-third; if one-fifth were then professional, the 
industrial decline would be about a half. So that, for other than one- 
man businesses, the firm was fairly “representative*^ of industry for 
a long time. 

When the formations of new companies are indexed against a 
seven-year moving average they give a fluctuation which is clear and 
decisive; the figures are given in Table A. Up to 1899 there is a 
practically unbroken continuity in the upward and downward variation, 
and an obvious periodicity of development. There is a good fluctuation, 
with two periods of exceptional change. One of these is in the early 
sixties, due to a very rapid rate of company formation after the Act 
of 1862, and to a great slump after the crisis of 1866; the other is in 
1901, when the great decline of companies is ascribed to the Boer War 
and the more strict conditions imposed by the Act of 1900. The decline 
in new companies had begun a few years earlier, probably because 
between 1895 and 1900 amalgamations and reconstructions were to 
a large extent substituted for new formations in harmony with the 
combination movement of that time. But the slump of formations in 
1901 causes the curve to “fault** and, if it were smoothed for three 
years round this date, the index would decline regularly until 1902, 
and rise again regularly from that year. The magnitude of the decline 
in 1866-67, compared with the index of unemployment, which did 
• This research was carried out by Mr. G. F. Todd, of Balliol College. 
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not reach a corresponding figure, especially when compared with 1879, 
indicates that that fall of enterprise was largely financial. 

It will be shown that, as was to be expected, the curve of enterprise 
tends to change before that of unemployment, and is only once lagged 
upon it in the whole period. As regards prices, the result is more 
important. 

(c) The price indices used here are those of general prices. It may 
seem that the prices of materials would be a more proper comparison 
with an index of enterprise based on company formations, since com¬ 
panies are not formed in agriculture. But an examination of the com¬ 
panies formed in any year shows that the enterprise they include is 
more varied than corresponds to materials alone; in 1880, for example, 
nearly a fifth of them represented retail and other local services, and 
even the industrials were a very diverse group. Nothing can be assumed 
as to where the changes in enterprise start, and the most comprehensive 
price index appears to be the appropriate one. 

The critical points of the trade cycle are its turning-points, in 
relation to all arguments which seek to decide the priority of influences 
on depression and recovery. Such arguments must, therefore, avoid 
offhand ways of dealing with the relative fluctuation of prices, against 
the long trends which correspond to gold supplies. One must aim 
at the maximum of precision. There are three indices of general prices, 
those of the Economist and Sauerbeck since i860, and of the Board of 
Trade since 1871. None of them has the same decisiveness at turning- 
points as the index of unemployment. The use of a chain index of 
price changes is a slippery method, because over the period 1860-1910 
there are 19 cases in which the three indices of relative prices do not 
agree in the direction of change. The indices of absolute prices also 
differ materially, the Board of Trade differing in direction of change 
from Sauerbeck in 9 out of 42 cases, and from the Economist in 11 of 
42 cases; while the Economist differs from Sauerbeck in 16 of 51 cases. 
The relative indices differ at 4 out of 13 turning-points, and the 
absolute indices at five of these. (Sauerbeck's index, which is most 
conunonly used, is quoted only to the nearest unit; the absolute figure 
is given as 72 for each of the years 1889-91, but by the weights there 
is a difference of 0-75 between 1889 and 1890, a greater relative change 
than that between the quoted figures for 1882 and 1883.) 

If an argument is to be based on the price index, it must be made 
as precise as our materials permit. I have therefore taken the seven- 
year moving index of each of the three absolute indices, correct to one 
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decimal place, and have taken the average of the price relatives which 
result. These figures are appended (Table B). The Economist relative 
index on the old basis is the same for 1899 as on the new basis, and 
for subsequent years the new basis has been used. 

When this is done, the price cycle is a good fluctuation, disturbed 
chiefly by the Russian War which affected the price of grain in 1877. 
The effect of averaging the three indices is chiefly to decide that 1882 
was a relative maximum, and 1904 a relative minimum. In the nineties 
there is nothing to choose between 1895 and 1896, but prices had 
turned in 1897. 

It may be added that the form of the curve of relative prices differs 
in some important respects according to the index taken. If the Board 
of Trade index alone were used, it would appear that the range of 
fluctuation was greatly reduced after the special combination move¬ 
ment which took place at the end of the nineties, and that movement 
would be credited with the result. But Sauerbeck’s index had a greater 
range of fluctuation after 1896 than before it. The Economist index of 
relative prices is a bad fluctuation. 

5. Coming now to the general result of this examination, the 
following table shows the years of high and low turning-points of 
enterprise, prices, and employment: 


High 

Low 

Enterjirise 

Employment 

Prices 

Enterprise 

Employment 

Prices 

65 

65 

64 

62 

62 

_ 

73 

72 

73 

68 

68 

i 70 

81 

82 

82 

78 

79 

79 

89 

90 

91 

85 

86 

86 

97 

99 

00 

93 

93 

95/6 

06 

06 

07 

(02) 

04 

04 

(10)* 

13 

(10)* 

08 

09 

09 


• Five-year averages, but doubtful. 


From which it appears that, except in the early sixties, it is enterprise 
which has had priority at the periods of change in the economic situation. 
On the whole prices tend to be the last of the indices to turn. Employ¬ 
ment has first to take up the slack of short-time. In the early sixties, 
the new Company Acts had probably not yet created settled conditions 
for this type of enterprise. In 1900, the much stricter new Act materially 
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changed the conditions, and the minimum year of 1902 for company 
formations is the result of a three-year averaging of the index round 
that year. 

This result bears upon theories of the trade cycle, in that it causes 
the idea of particular ‘‘starters’’ of trade changes to be less applicable, 
and gives initiative simply to the prescience of enterprisers; while it 
conforms to the view that long contracts, or contracts for durable goods 
having a long period of manufacture, are continuing to be worked off 
after new enterprise has begun to decline from the boom position. 
The priority of new enterprise at periods of change may also be related 
to the psychological theories of the cycle. 

6. What has been obtained is a comparison of indices at the critical 
periods. But this shows the cycle as a past event; for this comparison, 
we have it cold. But if we want to know not only what enterprise began 
its relative decline in 1881, or its relative increase in 1885, but what 
were the influences which caused the decline or recovery to take place 
in these years, then we have to study the cycle “hot,” and look at prices 
in a different way. While a seven-year moving index defines magnitudes 
after the event, it cannot be supposed that the enterpriser looked as 
much as three years ahead and backward in making his decisions. 
We may therefore ask, what kind of price index will most closely fit, 
without any lag, the course of enterprise? What, for example, were the 
price calculations which in 1885 caused enterprise to recover in that 
year, before general prices had recovered? I'his question is supple¬ 
mentary, but alternative, to that which has been outlined above. Now, 
it is possible to form a number of hypotheses in this regard. In my 
view, it is reasonable to suppose that new enterprise would in any 
year be related to the price level in a manner which would involve 
{a) expectation of next year’s prices, (J) average prices of the two 
preceding years, (c) rise or fall of prices in the two preceding years. 
This means one year forward and two years back, and the index of trade 
stimulus is given by the average of the following three ratios of actual 
general prices: 

pj —Pz Pz — + j>a) P%—Px 

Pz ’ \{Px-VP^) ’ />! 

for it seems right to suppose that stimulus will be greater if prices in 
the preceding two years have been rising, while the second formula 
only involves their average. The net average of these three ratios 
would then estimate the influence of prices on new enterprise in the 
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year taken as 3. Now, in fact, if this is worked out on Sauerbeck’s 
figures, a remarkably close fit is obtained with the moving index of 
enterprise. A better formula might be found than the above average, 
and indeed various estimates of “stimulus” might be made on the 
basis of prices. But this average is the best fit I have obtained. 

If, therefore, any conclusions useful to theory may be drawn from 
the tendency of new enterprise to have priority in the changes which 
define the fluctuation known as the trade cycle, they may be supple¬ 
mented by indices of motive or stimulus, whose success would depend 
on cancelling out the above priority. We would then be able to say 
that certain price conditions (and expectations) in any year were maxima 
or minima, and caused enterprise to have in that same year a maximum 
or minimum index, although this year was ahead of that in which 
general prices turned. 


Table A 


NEW LIMITED COMPANIES (FORMATIONS) 
(Seven-year moving index) 


1860 

1861 

1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 

1879 

1880 

1881 

1882 

1883 

1884 

1885 


89 

1886 




95 

87 

1887 




96 

79 

1888 




III 

110 

1889 




113 

142 

1890 




109 

144 

1891 




99 

105 

1892 




89 

70 

1S93 




79 

69 

1894 




83 

72 





lOI 

83 

1896 




113 

95 

1897 




115 


1898 




III 

121 

1899 




108 

117 

1900 




109 

III 

1901 




79 

91 

1902 




94 

87 

1903 




97 

75 

1904 




90 

86 

1905 




97 

100 

1906 




100 

120 

1907 




99 

III 

1908 




89 

104 

1909 




104 

88 

80 

1910 




113 
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Table B 

SEVEN-YEAR PRICE RELATIVES 


Average of Economisty Sauerbecky Board of Trade 


1860 

1861 

1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 

1879 

1880 

1881 

1882 

1883 

1884 

1885 





97 

1886 




94 




96 

1887 




96 




98 

1888 




100 




105 

1889 




102 




III 

1890 




103 




I02-f 

1891 




104 




102 — 

1892 




100 




98 

1893 




lOI 




96 

1894 




98 




95-5 

1895 




97- 




95 

1896 




97- 




98 

1897 




974* 




106 

1898 




98 




107 

1899 




99 




102 

1900 




109 




98 

1901 




102 




99 

1902 




98f 




103 

1903 




98- 




98 

1904 




97 




94 

1905 




98 




102 

1906 




102 




lOI 

1907 




106 




105 

1908 




98 




103 

1909 




96 




100 

96 i 

1910 




99 
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1860 

1861 

1862 

1863 

1864 

1865 

1866 

1867 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1876 

1877 

1878 

1879 

1880 

1881 

1882 

1883 

1884 

1885 

1886 


Table C 

UNEMPLOYMENT 


(Trade Union Corrected Percentage) 


1*85 

3*7 

605 

4*7 
1*95 
1-8 
2 65 
6-3 
6*75 
5*95 
3*75 
I 65 
0*95 
1*15 

1 • 6 

2*2 

3*4 

4*4 

625 

10-7 

5*25 

3*55 

2*35 

2 • 6 


7*15 

8*55 


9*55 


1887 

1888 

1889 

1890 

1891 

1892 

1893 

1894 

1895 

1896 

1897 

1898 

1899 

1900 

1901 

1902 

1903 

1904 

1905 

1906 

1907 

1908 

1909 

1910 

1911 

1912 

1913 


7*15 
4*15 
2*05 
2* I 

3*4 

6-2 

7*7 

7*2 
6-0 
3*35 
3*45 
2*95 
a *05 
2*45 
3*35 

4*2 

5*0 

6*4 

5*25 

3*7 

3*95 

865 

8*7 

5*1 

3*05 

3*15 

2- I 
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INDUSTRIALIZATION AND POPULATION 

GUNNAR MYRDAL, University of Stockholm 


One of the most noteworthy features of Gustav Cassel’s Theory of 
the Business Cycles is his discussion of the relation between indus¬ 
trialization and demographic changes.* Cassel, in fact, rather centres 
the whole problem upon questions of population mobility—as repre¬ 
sented particularly by the differential rate of migration from urban 
to rural districts and the occupational changes from one phase of the 
cycle to another. 

Cassel limits his discussion of the business cycles to the countries 
of Western civilization and to the period of progressive industrialization 
up to the War, during which industry was rapidly expanding. The 
new supply of labour necessary for this expansion was to a great 
extent drawn from agriculture; this secular movement is demonstrated 
by census figures from a number of countries. As the expansion of 
industry was not, however, proceeding at a uniform rate, Cassel 
forms the hypothesis that the migration from rural to urban occu¬ 
pations also occurred in cycles, increasing during recoveries and 
booms and decreasing during depressions. Cassel states this hypothesis 
in the following way: 

Ks ist bekannt, dass die landwirtschaftliche Bevolkerung in den europaischen 
Industi'iestaatcn seit dem Durchbruch des Industrialismus immer imstandc 
gewesen ist an andere Bcrufszweige einen bedeutenden Zuschuss von Arbeits- 
kraften abzugeben. Der Strom, der also der Industrie Arbeitskrafte zugefuhrt 
hat, ist aber nicht gleichmassig geflossen. Die kapitalproduzierenden Indiistrien 
haben in den Depressionsperioden iiberhaupt keine Arbeitskraft von aussen 
aufnchmen kdnnen, dagegen in den Hochkonjunkturen sehr grossc Zuschusse 
gebraucht. Die (Jberschussbevolkening der Landwirtschaft ist also in den 
Depressionsperioden gewissermassen in der Landwirtschaft zuriickgehalten, 
sozusagen magaziniert worden, bis sic in den Hochkonjunkturen von den 
kapitalproduzierenden Indiistrien in Anspruch genommen worden ist. Diese 
verfugbaren Vorrate von Arbeitskraften in der Landwirtschaft haben fur die 
kapitalproduzierenden Industrien die eigentliche “industriclle Reservearmee’* 
ausgemacht. Erst durch diese Reserve sind die Hochkonjunkturen in dem 
Umfang, den sie bishcr gehabt haben, iiberhaupt ermoglicht worden. 

And again: 

Nur die Aufspeicherung von Arbeitskraften, welchc in den Depressionsperioden 
in der I.randwirtschaft stattfand, hat cine Deckung dieses ausserordentlichen 
Bedarfs der Hochkonjunkturen an Arbeitskraft ermoglicht. 

• Theoretische Sozialdkonomie^funfte Auflage, Leipzig, 1932, pp. 501 et seq. 
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This hypothesis of the rural population functioning as a labour 
reserve for expanding industry explains, in fact, why wages do not 
rise more rapidly during a boom period. In this respect there is a 
parallel between wages and interest on capital. Just as during the 
earlier part of a business boom the rate of interest is kept “subnormal*’ 
in the Wicksellian sense of the term, so labour also, owing to the extra 
supply which it drains from the rural occupations, can be obtained 
on cheaper terms than if that reserve did not exist. The boom will 
therefore go on longer and reach a higher peak. To the extent that 
this surplus labour in agriculture becomes depleted, this special cause 
of business fluctuations becomes less important or even ceases. Cassel 
thinks that such a situation is coming. He therefore reaches the con¬ 
clusion that— 

die Konjunkturbewegungen zu einem vvesentlichen Teile eine Erscheinung 
der tJbergangsperiode von den alten Wirtschaftsformen zu den modernen 
darstellen. Wenn Arbeitskraft von aussen nicht oder nur in kleinem Umfange 
bezogen werden kann, werden Hochkonjunkturen in ihrer friiheren Starke 
nicht mehr auftreten konnen. Wenn aber die Konjunkturenkurve nicht mehr 
auf hohe Spitzen getrieben werden kann, wird sie naturlich auch keinen 
heftigen Riickfallen ausgesetzt sein und muss also sehr viel gleichmassiger 
verlaufen, als es bisher der Fall gcwesen ist. 

This conclusion probably, for several reasons, represents an over¬ 
statement of the situation. Even if we accept the implicit assumption 
(which Cassel in this connection obviously makes) that there are no 
disturbing factors in the realm of monetary policy, international trade 
and credit, we must not overlook the technical development in industry 
which is progressively taking the shape of “rationalization,” releasing 
labour and creating an industrial reserve army within the industrial 
occupations themselves. The question of the future development of 
labour demand within agriculture is, furthermore, very difficult to 
discuss without more explicit and detailed prognostications founded 
upon intensive empirical studies, taking also into account such factors 
as technological and other structural changes. It might well be that 
such factors are tending to release labour in agriculture at about 
the same rate as before the War. And even if there should be no net 
migration from agriculture to industry over a period of time, agricultural 
labour could nevertheless serve as a labour reserve for industry if only 
labour demand in agriculture can be supposed to increase less during 
boom periods and decrease less during depressions and if the curve 
of demand for agricultural labour has greater elasticity. 

Leaving that element of CasseFs theory out of account in this 
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paper, let us fix our attention upon his basic assumption that there is 
a positive correlation between migration and business fluctuations. 
Cassel merely states that assumption, without being able to give any 
statistical proof other than a reference to the immigration statistics of 
the United States of America. There is, in fact, very little evidence 
available on internal migration. Vital statistics .in most countries, 
including Sweden, have given very little attention to the geographical 
and occupational mobility of the population. 

At the Institute for Social Sciences of Stockholm University there 
has been for some years a study in progress, the purpose of which is 
to collect and analyse statistical materials on the mobility of the Swedish 
population during the period of industrialization. The ultimate aim of 
the investigation is to unravel not only the interrelations between the 
movements of the different vital series (nativity, mortality, migration, 
etc.) which are themselves productive of changes in the composition 
of the total population over a period of time and of differences between 
special groups and localities at any given point in time, but also to 
study the relations between these vital changes and those other changes 
of an economic and social character which, together with the vital 
changes, make up the process of industrialization. From a demographic 
point of view, the most conspicuous element in this process of indus¬ 
trialization is the migration of the population between occupations and 
between localities. The whole study will therefore centre around the 
gradual transference of people from agriculture to industry, from rural 
districts to urban districts. 

In Sweden this movement has been going on unusually fast and 
has gone very far. The whole process has, furthermore, taken place 
more recently than in most other countries with a similar type of 
social culture, thus enhancing the possibilities of a detailed economic 
and sociological analysis, as all sources of information are more complete 
and more reliable in modern times. Up to 1870, about three-fourths 
of the entire population made their living from agricultural pursuits, 
now not much more than one-third. 

A study of the changes in Swedish population during the period 
of industrialization is all the more fertile as Sweden is perhaps the 
only country where available although unprinted statistical material 
makes a comprehensive analysis possible, or at least where comparable 
data are available over a sufficiently long period of time. Without going 
into details, it must be recalled that the Swedish population statistics 
have their foundation in a continuous individual registration^ thus 
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enabling these statistics to be used not only to indicate the status of 
the population at a particular time, but actual changes over a period 
of time. The ten-year census in Sweden is only a sort of balance sheet, 
analysed in certain respects. It can truly be said of the Swedish popu¬ 
lation statistics that it is possible to find in it all kinds of information 
if only one is prepared to undertake the necessary work. 

In searching for a topic suitable for a paper in honour of Gustav 
Cassel, it seemed appropriate to present (although necessarily in a very 
summary fashion) some charts of the year-by-year internal migrations 
in Sweden, with some indication of their possible implications in the 
light of CasseFs hypothesis.'"' 

In a rough way the general trend of the migration from rural to 
urban districts and from agriculture to industry can, as has already 
been pointed out, be followed by studying the ten-year census figures. 
For the analysis of cyclical fluctuations census figures are, however, 
of little use. Again, it must be remembered that census figures of the 
distribution of the population between diflFerent occupations and 
localities do not even give what may properly be called a secular trend 
but give only the “secular result'' of migration, and, furthermore, do 
not even give this “result” in a pure form, but give the mixed result 
of migration plus nativity and mortality. This fact is the more important 
as nativity and mortality are not the same in different occupational 
groups and different localities, and not the same for the moving masses 
as for the stationary masses. Even if “real” fertility and mortality 
(corrected for age differences) should be the same for the different 
groups, which they are not, the age distribution differs and changes 
as a result of migration itself, and one of its consequences will be 
differences and changes in the relative numbers of births and deaths. 
The same is true as to differences and changes in the sex distribution 
as caused by migration. By studying only census figures we sacrifice 
the possibility not only of studying the cyclical fluctuations but also of 
analysing the process of change for any group of the population in 
the three components of that change: births, deaths, and migration. 
Yearly data are therefore indispensable in any study of migration.f 

• For a detailed analysis of these primary materials, sec forthcoming publi¬ 
cations. 

t Monthly data might even seem desirable. But at least for Sweden, yearly 
data are sufficient for the purpose. The year is, in fact, the natural time unit 
in a study of internal migration in Sweden. This is due to the climate, legal 
and conventional traditions, and the almost total absence of migratory workers. 
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In a more fundamental approach to migrations it is undesirable 
merely to indicate the correlation between crude migration series and 
economic time series. There exist a number of causal relations between 
migration and other changes and differences within the population 
that will possibly tend to obscure the main relationship. Migration 
must, therefore, first be studied in connection with these other popu¬ 
lation factors. As has just been remarked, changes and differences in 
age distribution are among the most important results of migration 
in its dynamic phase. These changes and differences have in their 
turn effects upon migration, partly directly and partly indirectly 
through changes and differences in the relative number of births and 
deaths, which, to a certain extent, must be supposed to influence 
migration. Population must be conceived of as an interdependent 
mechanism, and it is this mechanism as a whole which must be sup¬ 
posed to undergo changes under the influence of (or, better, in some 
relation to) social and economic changes of greatly different kinds. 
These considerations have led us to incorporate in our study not only 
figures on migration, but also on nativity, mortality, and age distribu¬ 
tion, etc. 

When studying the changes and differences within the population 
mechanism under the period of industrialization, there are, as has 
already been hinted at, two aspects of special importance in relation 
to migration: the occupational and the geographical. These two aspects 
are to some extent associated, as people very often move at the same 
time between two districts and two types of occupation. The ideal 
study of migration ought to combine these two points of view. To get 
yearly statistics on the changes of occupation for a large mass of 
population is, however, almost impossible in any country. The study 
of the changes in geographical distribution must, therefore, be taken 
as leading to inferences about the changes in occupational distribution. 
The assumption is that there is a high correlation between these two 
factors of change. 'Fhis assumption can in its turn be checked to some 
extent by a study of the occupational status of the individuals moving. 

The general procedure in an investigation which in this way takes 
as its basis the geographical conception of migration must be the 
following. The communities constituting the smallest geographical 
units in the official compilations of vital statistics are to be classified 
according to the occupational status of the inhabitants. This classifica¬ 
tion must be rather intensive. It is certainly not enough to contrast 
the towns and the country as urban and rural districts. This is especially 
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true for Sweden, where perhaps the greater part of the new industries 
are situated in the country, sometimes giving rise to more densely 
populated communities, which in many other countries would be 
classified as towns (towns in Sweden are created by charter), but more 
often so scattered and composed of such comparatively small units 
that even around a factory the population is not very dense. The 
movement from agriculture to industry has nevertheless changed the 
population in its most typical respects, a fact which is best proved by 
our results. We have therefore, contrary to the tradition in official vital 
statistics, based our investigation on a more detailed classification of the 
country communities belonging to different classes. 

This classification of the geographical units is, of course, a crucial 
point in the investigation. In order to meet the difficulties, all the 
information available from public statistics, from public and private 
calenders, from geographical and economic handbooks, etc., on every 
community has been collected. A sort of social and economic mono¬ 
graph of every community is in this way obtained. On the basis of 
these monographs the 2,500 odd rural communities have been classi¬ 
fied as industrial, mixed, and agricultural communities. As a fourth 
type the 100 odd towns have been classified separately.* 

It must be admitted that this system of classification is not without 
its weaknesses. The rural community, for instance, is not a homo¬ 
geneous unit, in respect either to size or to population. Although 69 • 9 % 
of the communities have between 500 and 3,000 inhabitants, about 
I % have less than 200 each, whereas another i % have more than 
10,000 inhabitants each, and there are comparable degrees of variations 
in the areas. This, of course, is the difficulty inherent in any statistical 
investigation where ready-made administrative units must be used, 
but these community units may be considered as homogeneous in more 
respects than is the case with most such units. 

This particular study has been limited to the period 1895 to I930.f 
As it has not been possible to keep the classification unchanged during 

* These four main groups of communities are thereafter subdivided by the 
use of finer distinctions: into communities with different kinds of industry; into 
communities with or without considerable forestry; into peasant communities 
and “large estate” communities; into progressive, stationary, and regressive 
communities, and so on. The community groups are, further, distinguished 
and studied according to their location in different geographical districts 
of the country. In this short note figures for the four main groups only and 
for the whole country will be presented. 

t For certain districts the investigation has been carried back to i860, thus 
including the whole period of industrialization. 
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so long a period, each community was reclassified for both 1904 and 
1914. The consequence is a small element of discontinuity in those 
of our time series which are composite and represent types of com¬ 
munities. For the years when the classification was changed, two 
figures have been calculated, one for the old, one for the new classifi¬ 
cation. Chart I gives a survey of the population in the four main 
community groups. 

For every community and every year the following data were 
collected from the unprinted material of official vital statistics: 

(1) The population of the community at the beginning and at the 

end of the year, 

(2) the number of children born during the year, 

(3) the number of persons dead during the year, 

(4) the number of immigrants from foreign countries, 

(5) the number of emigrants to foreign countries, 

(6) the number of persons moving during the year into the com¬ 

munity from other communities in Sweden, 

(7) the number of persons moving during the year from the com¬ 

munity to other communities in Sweden. 

We have divided each of the series according to sex, with the excep¬ 
tion of the figures for births and deaths, where, at least from the point 
of view of this investigation, the sex differentiation was not regarded 
as being essential. 

In addition to these main items of the demographic book-keeping, 
other data—not always annual—have been taken into consideration: age 
distribution, the number of households, the marriage rate, the propor¬ 
tion of illegitimate births, etc. 

Totals and rates have then been calculated for the different groups of 
communities in the whole country and for smaller geographical districts. 
The time series so obtained are to be studied in correlation with each 
other and with statistical data of a social and economic character. 

The next stage in the study will thereafter be an intensive 
analysis of the moving masses. It will indicate not a new field but a 
new method used. Hitherto we have worked with statistical totals 
representing the characteristics of the aggregate moving masses and 
of the communities from which and to which they move. The next 
stage must obviously carry us into greater detail, concerning both the 
migration and the individual migrating, and this will necessitate the 
analysis of the individual registers. 
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Charts 2, 3, and 4 and Table 2 present a survey of the internal 
migration between the four main community groups in the country 
as a whole during the period 1895-1930.* The population figures used 
represent an average population for each group of communities of 
the population at the beginning and at the end of a year. The absolute 
figures for migration are then shown in the charts as percentages of 
the population. 

The series cannot be discussed in any detail. They represent a 
concentration of a very extensive and heterogeneous material. Behind 
these summary data lies the whole complex of problems already 
hinted at. Only a few scattered remarks may be made; for an intensive 
analysis the reader must be referred to forthcoming publications. 

One quite general feature w'hich recurs in all our mobility series 
(even those here not quoted for smaller geographical districts and for 
sub-groups of communities) is the high correlation between the 
mobility of men and women. This correlation is also found in the 
series of net migration, in spite of its character of only a small residual 
term (see below). The female mobility is regularly higher than the 
male, and there is a tendency towards an increase in that difference, 
especially since the War. 

The charts present two types of internal mobility series: those 
representing rates of persons moving in and moving out of the 
respective communities (Charts 2 and 3), and those representing net 
migration, which is the difference between these rates (Chart 4). 
These two types of mobility series show characteristic differences in 
their reaction to business cycles. 

The net internal migration is the concept that comes nearest to 
the general idea of a transfer of people from niral to urban districts 
and occupations. According to Chart 4, agricultural communities have 
had a net loss of population due to migration in all years except 1918, 
as have also the mixed communities. Towns and industrial com¬ 
munities, on the other hand, have had a continuous gain from migra¬ 
tion except 1918. Net migration shows rather distinctly the type of 
reaction to the business cycles which would confirm CasscBs general 
hypothesis. 

A number of reservations and qualifications must, however, be 
borne in mind. Some points might be mentioned in addition to those 
revealed by a glance at the charts. First, it must be remembered that 

* Chart 5 gives for one, Vastmanland county, the (male) mobility series for 
agricultural and industrial communities back to i860. 
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Chart z . —Internal migration. Agricultural communities and mixed communities 





communities 
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Chart 3. —Internal migration. Industrial communities and towns 













Chart 4. —Internal net migration 
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Chart 5. —Internal male migration. Agricultural and industrial communities in \astmanland county 
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net migration is only a rather small residual as between the corre¬ 
sponding figures for persons moving in and moving out. Especially as 
the age distribution and other vital characteristics of the individuals 
moving in opposite directions are not the same, net migration is not 
such a clear conception as it might appear to be prima vista. Again, it 
must be remembered that the groups of communities are not very 
homogeneous. Thus, the industrial communities, and even, though to 
a less extent, the agricultural communities, are in reality often more 
or less mixed. The towns also vary greatly in the composition of the 
population. 

Since net migration represents such a small fraction of total migra¬ 
tion, and since, furthermore, it includes so many unknown variables, 
the study of migration must not stop at an analysis of that rather 
queer term ‘‘net migration,” but must proceed to the series for total 
immigration and emigration. Such a study gives a somewhat different 
view of internal migration. It is obvious from a glance at Charts 2 
and 3 that there is a marked conformity between the movements not 
only of rates of persons moving to and from one of the main com¬ 
munity groups, but also between these series for the different 
community groups. This general conformity in the movements of all 
the mobility series leads to the conclusion that not only net migration 
from agriculture to industry but also the mobility in itself has cyclical 
characteristics. 

Both net and total migration series show great and characteristic 
differences as regards not only cyclical fluctuations but also average 
proportions of migration for different geographical districts within the 
country and different sub-groups within one of the four main groups. 
These differences constitute, of course, the chief points of interest in 
the study. It is mainly by an analysis of these differences that we 
hope to reach some explanatory inferences. Space does not allow a 
discussion of these points here. Only as an example of the type of 
problems involved, Table i and Chart 6 are presented. They give for 
one district the differences in (male) migration between agricultural 
communities with holdings (farms and estates) of different sizes. It 
is clear from these figures that mobility rates tend to vary directly 
in proportion to the size of holdings. These differences cannot be 
interpreted without an intensive analysis of the types of labour in each 
of these sub-groups. 

As has already been pointed out, in our forthcoming analysis we plan 
to combine the mobility series with other vital series. As an illustration 
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of the type of data which are thus relevant, Charts 7 and 8 present 
series for birth-rates and rates of (male) emigration to foreign countries. 

The birth-rate series are rather remarkable as they show large and 
somewhat unexpected differences between the different community 
groups. The differences are, in fact, less striking between the towns 
and the rural communities than they are between the different sorts 
of rural communities themselves (agricultural, mixed, and industrial). 

Table i 


INTERNAL MALE MIGRATION TO AND FROM FOUR SUB¬ 
GROUPS OF AGRICULTURAL COMMUNITIES IN OSTER- 
GOTLAND county, 1895-1930 


Average Size of Agricultural Holdings .. 

— 10 Hectares 

10-20 Hectares 

20-30 Hectares 

30-^i> Hectares 


Sub-group A 

Sub-group B 

Sub-group C 

Sub-group D 

Number of communities per 





group . 

Average population, 1895- 

13 

42 

31 

14 

1930 . 

Males moving in (average 

7,954 

23,000 

13.691 

4,502 

1895-1930)— 

(a) Absolute number 

391 

2,242 

1,750 

660 

(b) Per cent, of population 
Males moving out (average 

4*9 

9*7 

12*8 

14*7 

1895-1930)— 

(a) Absolute number 

470 

2,434 

1,894 

719 

(fe) Per cent, of population 

5-9 

10-6 

13-8 

i6*o 


Up to the War the birth-rate was lower in agricultural communities 
than in any other community group; since the War the situation is 
just the opposite. The industrial communities, on the other hand, 
showed the highest birth-rates in the first part of the period, but have 
now fallen below the other rural communities. 

To a certain extent the differences between the birth-rates of the 
several community groups during the pre-war period are diminished 
but not extinguished when corrections are made for age distribution. 
The different types of development are, however, scarcely changed at 
all by making such corrections, as the differences in age distribution 
have been rather stable during the whole period. Space does not permit 
a presentation of the complete data here. It is impossible, however, 
to escape the conclusions that birth control of some sort in the 
beginning of the period and up to the War was more relied upon in 
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Chart 6,—Internal male migration to and from four subgroups of agricultural communities in Ostergotland county with 

different sizes of holdings 












Chart 7 .—Birth-rates per thousand population 
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Table 2 

INTERNAL MIGRATION AND POPULATION 

(a) Agricultural Communities 



Moving In 

Moving Out 

Population 


Males 

Females 

Males 

Females 

Males 

Females 

189s 

52,204 

54,672 

59,353 

63,749 

*,056,815 

*,09*,965 

1896 

51,153 

54,79* 

60,698 

65,058 

*,056,258 

1,089,850 

1897 

50,348 

53,351 

60,294 

64,076 

*,054,968 

*,086,398 

1898 

49,912 

52,458 

61,070 

64,089 

*,054,298 

*,083,141 

1899 

51,577 

54,364 

64,05* 

67,882 

*,049,989 

1,076,230 

1900 

52,795 

55,717 

62,231 

66,589 

*,043,9*5 

*,067,750 

1901 

52,813 

55,647 

59,820 

63,5*4 

1,040,603 

1,063,203 

1902 

51,741 

53.848 

58,320 

61,967 

*,037,061 

*,059,768 

1903 

51,865 

54,284 

59,320 

63.275 

*,03 *,090 

1,054,094 

1904 

51,874 

54,396 

60,803 

64,611 

*,025,846 

1,047,704 

1904 

47,236 

49,589 

55.965 

59,465 

942,735 

962,294 

1905 

47,316 

48,895 

54,832 

58,568 

937,564 

955,866 


46,729 

48,769 

56,898 

59,111 

932,*38 

949,566 

1907 

44,239 

46,998 

54,292 

56,997 

926,285 

943,415 

1908 

49,851 

50,70* 

54,248 

56,970 

924,885 

939,724 


51,308 

52,565 

53,085 

55,368 

928,449 

940,744 

1910 

55,867 

56,855 

59,749 

63,214 

930,546 

94*,384 

I9II 


52,749 

57,*o7 

59,776 

930,4*7 

939,359 

1912 

51,7*0 

52,*46 

57,837 

59,928 

930,103 

936,732 

1913 

53,022 

53,870 

60,693 

62,587 

938,376 

933,305 

1914 

51,967 

54.095 

57,569 

60,472 

926,408 

930,667 

1914 

45,688 

47,726 

5 *,339 

53,761 

837,456 

840,483 

1915 

43,056 

45,265 

48,437 

5 *.285 

834,604 

836,7** 

1916 

48 ,cx )6 

50,492 

54.5** 

57,8*5 

835.430 

836,186 

1917 

51,9*6 

54,676 

54,50* 

58,*9* 

836,706 

835,887 


59,874 

6*,723 

58,452 

60,643 

841,320 

838,5** 

1919 

55,808 

57,526 

60,677 

63,583 

843,581 

838,385 

1920 

58,732 

61,540 

65,847 

70,962 

844,* *7 

836,057 


49,047 

5 *,603 

50,644 

54,867 

847,860 

836,902 


46,832 

49,389 

49,588 

54,009 

853,454 

838,340 

1923 

48,833 

50,735 

54.400 

58,443 

853,453 

836,675 

1924 

49,635 

5 *.277 

56,459 

60,153 

849,944 

833,234 

192s 

48,764 

50,*SS 

53.8*3 

57,740 

848,003 

829,463 

1926 

45,793 

47,727 

50,681 

55,*99 

846,426 

825,693 

1927 

45,663 

47,0*5 

49,455 

54,426 

844,909 

821,269 

1928 

44,835 

46,755 

50,426 

54,878 

842,836 

816,183 

1929 

44,788 

46,920 

52,563 

56,923 

838,836 

809,805 

1930 

49,336 

52,172 

56,157 

62,738 

835,338 

802,427 
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Table z— continued 


(6 ) Mixed Communities 


Year 

Moving In 

Moving Out 

Population 

Males 

Females 

Males 

Females 

Males 

Females 

1895 

19,188 

20,539 

19,580 

21,894 

409,906 

421,671 


18,733 

20,052 

20,270 

22,379 

412,190 

423,422 

1897 

18,472 

20,063 

20,754 

22,790 

414,056 

424,380 

1898 

19,015 

20,372 

21,371 

22,765 

415,641 

425,299 

1899 

19,962 

21,487 

22,504 

24,341 

417,131 

426,076 

1900 

21,191 

22,651 

21,755 

23,650 

418,958 

427,097 

1901 

20,616 

22,038 

20,737 

22,964 

421,951 

429,245 

1902 

19,118 

20,783 

20,648 

22,607 

423,543 

430,652 

1903 

20,197 

21,854 

21,819 

24,172 

423,298 

430,825 

1904 

20,004 

21,484 

21,547 

23,667 

423,885 

430,833 

1904 

20,854 

22,375 

22,779 

25,044 

462,781 

468,829 

1905 

20,618 

22,600 

22,852 

24,952 

462,753 

469,935 

1906 

21,583 

23,225 

24,197 

25,961 

463,281 

470,329 

1907 

21,725 

23,548 

24,207 

26,330 

463,933 

470,760 

1908 

^ 3,133 

24,700 

24,051 

25,905 

465,988 

472,220 


22,666 

24,266 

23,402 

25,744 

469,073 

474,740 

1910 

25,001 

26,746 

25,724 

28,193 

472,520 

477,966 

1911 

23,775 

25,078 

24,680 

27,490 

476,766 

481,633 

1912 

23,019 

24,739 

25.041 

27,531 

477,981 

482,001 

1913 

23,872 

25,872 

26,340 

28,657 

478,508 

482,273 

1914 

23,652 

26,334 

25,206 

27,771 

479,075 

483,253 


26,207 

28,654 

27,733 

30,536 

506,920 

510,766 

1915 

25,037 

27,059 

27,382 

Z9,90o 

508,508 

512,611 

1916 

28,710 

31,096 

31,260 

34,312 

506,863 

510,417 

1917 

31,442 

34,222 

31,422 

35,157 

509,407 

511,682 

1918 

35,668 

37,974 

33,616 

36,181 

514,09s 

514,886 

1919 

33,157 

35,696 

33,979 

37,301 

510,856 

510,438 

1920 

34,993 

38,812 

36,961 

40,950 

514.697 

513,139 


27,670 

31,205 

28,745 

32,406 

523,073 

520,642 

1922 

26,265 

30,291 

27,518 

32,394 

525,896 

522,627 

1923 

29,060 

32,108 

30,542 

34,925 

526,294 

522,952 

1924 

28,754 

31.754 

31,509 

36,066 

525.860 

522,191 

1925 

27,829 

30,984 

29,611 

33.972 

525,803 

520,798 

1926 

26,793 

29,586 

28,410 

32,985 

525.287 

518,902 


26,045 

29,241 

27,962 

33.088 

524,813 

516,919 

1928 

25,713 

29,339 

28,343 

33,396 

523,392 

514.198 

1929 

25,684 

29,622 

28,970 

33.764 

521,692 

511,326 

1930 

28,382 

33,338 

30,853 

37,714 

520,646 

508,320 


454 
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Table 2 —continued 
(c) Industrial Communities 


Year 

Moving In 

Moving Out 

Population 

Males 

Females 

Males 

Females 

Males 

Females 

*895 

29,118 

31,52a 

25,992 

28,926 

465,777 

475,168 

1896 

31.506 

33,914 

26,454 

29,626 

475,831 

484,542 

1897 

32.589 

34,705 

28,256 

30,899 

487,183 

494,783 

1898 

36.368 

37.938 

30,845 

32,799 

499,658 

506,060 

1899 

39.936 

41,367 

33,830 

35,882 

512,749 

517,826 

1900 

40.645 

42,236 

34.196 

36,371 

525,529 

529,497 

X901 

37.881 

40,328 

34,040 

36,922 

537,934 

541,227 

1902 

37.156 

39,345 

33,432 

36,356 


550,563 

1903 

38.727 

41,517 

35,093 

37.968 

554,440 

559,172 

1904 

39,005 

41,887 

35,819 

38,892 


568,119 

1904 

40.738 

43,691 

37,699 

40,933 


599,956 

1905 

40,660 

43,949 

37.980 

41,033 

602,283 

608,148 

1906 

43.818 

46,711 

39,985 

43,219 

611,985 

618,332 

1907 

45,402 

48,151 

40,300 

43,756 

623,491 

629,294 

1908 

45.717 

48,429 

40,810 

44,030 

636,120 

640,986 

1909 

43.853 

47,446 

41,195 

45,517 

647,786 

652,407 

1910 

50,724 

54,745 

45,142 

49,898 

654.815 

659,607 

19II 

45.964 

50,062 

42,444 

47.464 

659,135 

663,997 

1912 

47.963 

52,087 

43,925 

48,443 

669,672 

674,288 

1913 

51.746 

55,667 

46,467 

51.470 

679,633 

683,933 

1914 

48,812 

53,812 

45,549 

49,979 

689,805 

694,725 

1914 

46.111 

50,966 

43,545 

47.800 

701,231 

704,480 

19IS 

46,688 

51,051 

44,343 

49,495 

708,269 

712,447 

1916 

54.651 

58,947 

50,851 

56,289 

712,968 

716,783 

1917 

53.643 

59.284 

52,098 

58,198 

716,139 

718,960 

1918 

55.596 

60,825 

54,058 

59,686 

718,247 

720,651 

1919 

55.216 

60,638 

51,535 

58,196 

729,665 

731,134 

1920 

58,404 

65,637 

52,502 

^,078 

737,341 

737.159 

1921 

42,708 

49,817 

41,821 

49,646 

737.760 

736,078 

1922 

42,141 

50,253 

39,511 

47,974 

745,695 

743.298 

19^3 

50,298 

58,197 

44,352 

53,450 

752,727 

751,431 

1924 

51,208 

59,418 

46.329 

55,122 

760,254 

760,067 

1925 

49,446 

57.187 

45,582 

54.845 

768,330 

767,426 

1926 

47.434 

56,113 

44,013 

54.136 

775,478 

773,667 

1927 

46,466 

55.077 

44,192 

54,297 

779,259 

776,348 

1928 

45,179 

55,241 

43,072 

53,604 

781,426 

777,945 

1929 

46,718 

56,897 

45,022 

55.305 

785,690 

781,922 

1930 

49,57a 

62,643 

47,849 

60,496 

790,935 

786,656 


455 
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Table 2 —continued 
(d) Towns 


Year 

Moving In 

Moving Out 

Population 

Males 

Females 

Males 

Females 

Males 

Females 

189s 

51,257 

68,387 

44.697 

59,376 

435,744 

524,343 

1896 


70,217 

45,674 

60,382 

445,992 

536,134 

1897 

56,878 

72,153 

47.489 

61,640 

458,426 

549,338 

1898 

61,487 

75,803 

5 x ,968 

65,7x4 

472,824 

563,978 

1899 

63,126 

77,441 

51,741 

66,128 

486,733 

577,805 

1900 

63 ,»S 3 

77.894 

57.723 

70,039 

499,729 

591.075 

1901 

60,09s 

77,769 

s6,x62 

70,757 

506,733 

600,649 

1902 

60,346 

77,921 

54,840 

70,657 

5 xx, 77 i 

609,088 

1903 

63,978 

82,568 

56,229 

73,220 

520,006 

619,307 

1904 

66,639 

84,632 

57,696 

73,653 

531,087 

632,022 

1904 

68,684 

86,711 

59,340 

75,380 

546,871 

647,307 

190s 

69,193 

87,238 

60,757 

77.847 

560,770 

662,042 

1906 

73,844 

91,490 

64,978 

80,698 

574,396 

676,881 

1907 

80,409 

97,162 

69,670 

87,838 

595,984 

701,7x1 

1908 

74,996 

95,778 

72,278 

84,943 

607,233 

713,869 

1909 

71,525 

94,048 

70,911 

90 ,X 46 

606,494 

713,123 

1910 

79,891 

106,513 

74.284 

95,727 

616,770 

727.236 

1911 

75,602 

100,479 

7 x ,983 

93,329 

630,484 

738,046 

1912 

77,529 

100,233 

71,976 

92,63 X 

639,344 

747,301 

1913 

8 x,iS 4 

104,543 

74.556 

97,550 

650,378 

763,997 

1914 

79.508 

101,481 

73,878 

96,736 

660,313 

774,122 

1914 

86,114 

108,522 

79.676 

102,919 

713,036 

828,747 

1915 

84,488 

109,904 

78,588 

101,631 

723,788 

839,561 

1916 

94,987 

120,628 

84,984 

108,023 

739,877 

856,139 

1917 

90,356 

X 14.545 

93,993 

117,195 

757,007 

874,184 

1918 

76,118 

95,800 

78,786 

97,265 

762,531 

880,423 

1919 

71,746 

94.933 

65,525 

i 85,918 

766,628 

885,272 

1920 

70,692 

96,239 

65,3x6 

87,897 

780,611 

900,871 

1921 

71,187 

97,496 

69,187 

90,959 

796,125 

919,739 

1922 

64,293 

9 X, 6 xs 

62,890 

1 85,761 

801,642 

928,076 

1923 

82,999 

X 13,573 

8x,27o 

107,921 

805,412 

935,145 

1924 

87,039 

ix 8 , 49 X 

8 x,S 54 

108,262 

810,827 

944,572 

1925 

86,902 

116,578 

83,074 

108,117 

8x7,166 

954,935 

1926 

85,454 

xx8,x37 

80,488 

107,213 

821,608 

964.482 

1927 

97.587 

X3X,636 

87.395 

116,249 

829,920 

977.852 

1928 

94,008 

X 28,949 

86,945 

117,209 

841,335 

992,814 

1929 

98,641 

X 32,546 

88,069 

118,369 

851,865 

1,005,826 

1930 

104,085 

X 42,405 

95,861 

127,799 

863,198 

1,020,324 































INDUSTRIALIZATION AND POPULATION 


agricultural than in industrial districts, but that the neo-malthusian 
movement, once having started, proceeded far more rapidly in the 
latter districts. 

The series for emigration to foreign countries show a striking 
agreement for the different community groups, the industrial com¬ 
munities tending to have the greatest amplitude and the towns the 
smallest. Just as in the birth-rate series, the results are contrary to 
expectation, in that the towns show a situation more unlike that of 
the industrial communities than that of other rural communities. 


p# 
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OFFENTLICHE KAPITALANLAGEN IN IHRER 
WIRKUNG AUF DEN BESCHAFTIGUNGSGRAD 


Dr. HANS NEISSER 

EIN BEITRAG ZUR THEORIE DER ARBEITSBESCHAFFUNG 

Die Projekte zur Arbeitsbeschaffung, die gegenwSrtig diskutiert 
werden, sind vomehmlich orientiert an dem Gedanken besserer 
Kapazitatsausnutzung durch Kreditexpansion. Auch dort,wo offentliche 
Arbeiten oder ofFentliche Auftrage erwogen werden, mit dem Ziele, 
Erwerbslose in den Produktionsprozess wenigstens zeitweise wieder 
einzugliedem, ist es nicht in der Hauptsache diese/^riOTaVf Mehrbeschaf- 
tigung, mit der man rechnet — schon deshalb nicht, weil ihre Fortdauer 
von standigen offentlichen Zuschiissen, also von der ofFentlichen 
Finanzkraft abhangig ware — sondem jene Welle sekunddrer Mehr- 
beschaftigung, die sich aus der verstarkten Kaufkraft der primSr in 
den Erwerbsprozess eingezogenen (und dann natiirlich in geometrischer 
Progression fortlaufend der sekundar Einbezogenen) entwickeln soil. 
Von dieser sekundaren Mehrbeschaftigung lasst sich auch allein hoffen, 
dass sie sich ohne stdndige ofFentliche Zuschiisse und ohne stdndige 
Vermehrung der Kaufkraftmenge erhalten wird; die auf der ersten 
Stufe der sekundaren Beschaftigung ausgegebene Kaufkraft wird 
namlich, so rechnet man, mit der Zeit kreislaufmassig, nachdem sie 
zahlreiche volkswirtschaftliche Stufen passiert hat, zu der ersten Stufe 
zuriickkehren, und so hier einen neuen Anstoss von der Seite des 
Primarkreises der Mehrbeschaftigung iiberflussig machen, der nur 
durch stdndige Neuausgaben von Geld finanziert werden konnte; so 
wie sich im Prinzip eine im Gleichgewicht befindliche Volkswirtschaft 
bei gegebener und begrenzter Geldmenge in einem st^digen Kreislauf 
produzierend und konsumierend, einnehmend und ausgebend erhalt. 

Die naheren praktischen und theoretischen Probleme einer solchen 
Konjunkturpolitik sind an dieser Stelle nicht noch einmal zu erdrtem.* 
Wesentlich ist hier der Grundgedanke, der diesen Projekten zugrun- 
deliegt, namlich Ausnutzung schon vorhandener industrieller Kapazitat, 

• Vergleiche hierzu vomehmlich den Aufsatz von R. F. Kahn: The Relation 
of Home Investment to Unemployment, in The Economic Journal, Juni 1931; 
femer meinen Artikel Ankurbelung oder Inflations in der Deutsche Volhswirt, 
6. Yg., Nr. 3 (Oktober 1931). 
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Einfiigung Erwerbsloser in diesen nicht voll ausgenutzten Sachapparat 
durch das Mittel des Kredits, Die unausgenutzte Kapazit^t in den 
einzelnen Wirtschaftszweigen muss also die gehorigen Proportionen 
aufweisen; sie wird andrerseits in der technischen Naturalform in die 
Rechnung eingesetzt, in der sie nun einmal aus den Zeiten der Hoch- 
konjunktur her vorhanden ist. Es ist eine typische short-run-Betrachtungy 
die hier vorliegt; und sie betrifFt offensichtlich nur eine bestimmte 
Phase der Depression. Es ist dies jedoch nicht der einzige Weg auf 
dem die ofFentliche Hand auf die Hohe des Beschaftigungsgrades 
einwirken kann. Die folgenden Betrachtungen sind erganzend den 
Fragen gewidmet, welchen Einfluss Anderungen in der Struktur der 
Nachfrage und in der Struktur des Kapitalbestandes durch staatliche 
Wirtschaftspolitik auf den Umfang der Beschaftigung haben konnen. 
Der Beantwortung dieser Fragen ist wichtig gerade auch fiir Phase 
des Aufschwungs, in der die Nichtbeachtung der hier darzulegenden 
Grundsatze eine “strukturelle Arbeitslosigkeit’’ betrachtlichen Umfangs 
hervorrufen kann und damit vielleicht das Ende des Aufschwungs 
selbst einleitet. 


I 

Wir betrachten also zunachst einen Zustand des “Gleichgewichts/* 
in dem die sachlichen Produktionsanlagen voll ausgenutzt, die 
Erwerbstatigen aber nicht voll beschaftigt sind. Ob man einen solchen 
Zustand “Gleichgewicht” nennen darf, wird freilich sehr zweifelhaft 
erscheinen.* Doch wird unsere Voraussetzung auf keinen Widerspruch 
mehr stossen, wenn wir nur den Zusatz machen, dass wir den Lohn 
als relativ starr und desgleichen die Produktionstechnik als gegeben 
ansehen; etwa einen Zustand cincr in echtem Gleichgewicht bei 
Vollbeschaftigung auch der Arbeitskrafte befindlichen Volkswirtschaft, 
in die plotzlich von aussen zusatzliche Arbeitskrafte einstromen. Die 
Struktur der Nachfrage ist durch die Einkommensverteilung und die 
Geschmackskalen der Einkommensbezieher bestimmt. Innerhalb eines 
gegebenen technischen Horizonts wahlen die Unternehmer die Pro- 
duktionsweise derart aus, dass ihnen der hochstmogliche Gewinn 
verbiirgt ist, und verteilen — unter Beriicksichtigung der Nachfrage- 
stniktur—das Sachkapital, dessen Gesamtsumme wir im Augenblick 
als gegeben ansehen miissen, auf die einzelnen Produktionszweige. 

* Vergleiche dazu meinen Aufsatz Lohnhdhe und Beschdftigungsgrad im 
Marktgleichgewicht (Weltwirtschaftliches ArchiVy 36. Bd. H. 2, Oktober 1932). 
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Von dieser Sachkapitalverteilung und von dem Charakter der gewahlten 
Produktionsmethoden ist dann offenbar der Beschaftigungsgrad 
abhangig. 

Daraus folgt, dass jede Anderung der Nachfragestruktur, z. B. durch 
Einkommensubertragung infolge Besitzvcrschiebungen von einem 
Individuum zum anderen bei gegebencr Sachkapitalgesamtmenge 
auch den Beschaftigungsgrad andern muss.* Wendet sich die Nachfrage 
Giitern besonders arbeitsintensiver Erzeugungsweise zu und von 
solchen besonders kapitalintensiver Erzeugungsweise ab, so wird, 
falls nur eine Umstellung des Kapitals moglich ist (woriiber weiter 
unten zu reden ist) der Umfang der Beschiiftigung wachsen und bei 
glcichblcibender Kapitalmenge die Kapitalquote je Kopf sinken.f 
Wir haben also zu fragen, inwieweit und auf welchen Wegen der Staat 
eine solche Anderung der Nachfragestruktur fordern kann und wie 
unter solchen Gesichtspunkten die zahlreichen Programme offentlicher 
Arbeitsbcschaffung zu beurteilen sind. Die Beantwortung dieser Frage 
fiihrt, wie man sehen wird, sofort zu ciner neuen: indem der Staat 
Einfluss auf die Nachfragestruktur nirnmt und die Einkommens- 
verwendung in der Volkswirtschaft in eine bestimmte Richtung leitet, 
beeinflusst er auch die Struktur des Kapitalbestandes, der in Ko- 
operation mit der lebendigen Arbeit und den Naturkraften Quelle des 
realen Volkseinkommens ist und demgemass auch ohne weitere staat- 
lichen Eingriffe einen bestimmten Beschaftigungsspielraum bictet. Wir 
haben darum im nachsten Abschnitt die Bedeutung von Anderungen der 
Nachfragestruktur und der mit ihren unmittclbar verbundenen An¬ 
derungen der Kapitalstruktur, fur den Beschaftigungsgrad zu priifen; 
im Abschnitt III erortern wird die mittelbaren Einfliisse auf der 
Struktur. 


II 

Man hat bchauptet, dass es fur die Volkswirtschaft als Ganzes keinen 
Unterschied mache, ob sich die Nachfrage der Einkommensbezieher 
unmittelbar auf Giitcr richte, die in stark arbeitsintensiver Produk- 
tionsweise hergestcllt werden, oder auf solche, die in stark kapital- 

• Anderungen der Technik konnen natiirlich kompensierend wirken, jedoch 
haben sie Lohnanderungen zur Voraussetzung. Dieser Punkt darf, wie gesagt, 
im Augenblick ausser Acht gelasscn werden. 

t Den hier vorausgesetzen Mcchanismus der Verteilung von Kapital und 
Arbeit hat bekanntlich Cassel in seiner Theoretischen Sozialdkonomie am 
schSrfsten herausgearbeitet. 
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intensiver Produktionsweise erzeugt werden.**^ In kapitalintensiven 
Produktionszweigen wiirde zwar nur ein verhaltnismassig kleiner Teil 
des Erloses unmittelbar fiir Arbeitskrafte, ein verhaltnismassig 
grosser Teil fiir den Ankauf von Vorprodukten (Rohstoffen, Hilfs- 
stoffen, Maschinen usw.) ausgegeben; aber diese fiir Vorprodukte 
ausgegebenen Betrage verwandelten sich auf den Vorstufen der 
Produktion in schnellem Tempo in Lohngeld und beschaftigten dort 
in um so grosserem Masse lebendige Arbeitkraft. Dieser Satz ist schon 
als Beschreibung des Geldkreislaufs nicht richtig. Denn je grosser die 
durchschnittliche Kapitalintensitat der Volkswirtschaft, desto grosser 
auch der besondere, neben dem Einkommensgeldfonds fungierende 
Geschaftsgeldfonds, der die Umsatze zwischen den einzelnen vertikal 
hintereinander gcschalteten Stufen des Produktionsprozesses vermit- 
telt; zwar lost sich dieser Geschaftsgeldfonds partiell standig in 
Einkommensgeld auf und wird insoweit u. a. auch an die Arbeiter als 
Lohn ausgezahlt, aber gleichzeitig fliessen durch die Verausgabung des 
Einkommens seitens der Konsumenten von den untersten Produktions- 
stufen her standig neue Betrage in den Geschaftsgeldfonds, sodass er 
sich in jedem Augenblick in bestimmter Hohe neben dem Ein¬ 
kommensgeldfonds erhalt.f Noch wesentlicher ist aber, dass diese 
von der Betrachtung des Geldkreislaufs hergenommene “Auflosungs**- 
theorie den springenden Punkt in der vorliegenden Fragestellung 
verfehlt. Es handelt sich hier nicht um die Frage, inwieweit die vorhan- 
dene Geldmenge fiir verschiedene Zahlungszwecke (Lohnzahlungen, 
Zinszahlungen, Zwischenumsatze usw.) in Anspruch genommen wird, 
sondern wie gross der Sachkapitalbestand ist, mit dem im Durchschnitt 
eine lebendige Arbeitskraft bei der Erzeugung eines Produkts 
kooperiert. Die Hohe dieser Kopfquote wird natiirlich nicht nur 
bestimmt durch die Kapitalintensitat der jeweils letzten, konsum- 
nachsten Produktionsstufe, also z. B. des Konfektionsgcwerbes (oder 
gar des Kleinhandels) bei der Deckung des Kleidungsbedarfs, sondern 
es ist notwendig, sich die Produktion vertikal in einzelne Staffeln 
aufgespalten zu denken und die durchschnittliche Kapitalintensitat 
aller Stufen jeder einzelnen Staffel zu beriicksichtigen, in unserem 
Beispiel oben also auch die Kapitalintensitat der Weberei, Spinnerei, 

• Dieser theoretische Fehler findet sich auch noch in meinem Aufsatz Arbeits-- 
beschqffung durch Bauprogramme? (Magazin der Wirtschaft, 1930, S. 13471!.). 
t Fiir die nahere Analyse dieses Tatbestandes siehe meinen Aufsatz: Kreislauf 
des Geldes (Weltmrtschaftliches Archiv, 33. Bd., H. 2, April 1931) und 
Marschak: Volksvermdgen und Kassenhedarf (Archiv fiir Sozialwissenschaft 
und Sozialpolitiky 68. Bd., H. 4, Januar 1933). 
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Baumwollproduktion, Textilmaschinenproduktion usw. Je weiter man 
eine solche StafFel nach oben verfolgt, desto mehr trifFt man auf Pro- 
duktionszweige, die alien StafFeln gemeinsam sind. Die Differenzen 
der durchschnittlichen Kapitalintensitat werden also wesentlich bestimmt 
durch die Unterschiede der Kapitalintensitat auf den konsumnaheren 
Produktionsstufen. 

Sehr deutlich werden diese Differenzen, wenn man den Fall, dass 
samtliche Produktionsstufen hohe Arbeitsintensitat aufweisen, mit dem 
anderen vergleicht, in dem samtliche Stufen hohe Kapitalintensitat 
aufweisen. Doch sind diese Falle praktisch unmoglich, weil, wie 
schon erwahnt, die hoheren Stufen in alien Produktionszweigen identisch 
sind. Dass sich jedoch auch beim Wechsel der Kapitalintensitat auf 
den einzelnen Produktionsstufen erhebliche Differenzen in der durch- 
schnittlichen Kapitalintensitat der Staffeln ergeben, zeigen die beiden 
folgenden Beispiele. Obwohl die hoheren Stufen in beiden FMlen die 
gleiche Kapitalintensitat aufweisen, bleiben im Fall I infolge der hohen 
Arbeitsintensitat der ersten Stufe die durchschnittliche Kapitalintensitat 
der Staffel klein, im Fall II aber umgekehrt hoch infolge der hohen 
Kapitalintensitat auf der ersten Stufe.* 

Es gibt also in der Tat relativ arbeitsintensive und relativ kapital- 
intensive Produktionsstaffeln. Wendet sich die Nachfrage—freiwillig, 
etwa infolge einer Geschmacksanderung — von besonders kapitalintensiv 
erzeugten Giitern ab und besonders arbeitsintensiv erzeugten Giitern 
zu, so kann eine Produktionssteigerung in den letztgenannten nur dann 
eintreten, wenn das zur Kooperation mit der lebendigen Arbeit hier 
erforderliche Sachkapital durch teilweise Umstellung des bisher in 
kapitalintensiven Produktions staffeln beschaftigten Sachkapitals bereit- 
gestellt wird. In einer wachsendcn Wirtschaft ware eine solche 
Umstellung nicht erforderlich, sondern eswiirde genugen,dass die neu 

* Um die Rechnung nicht zu kompliziercn sind zwei Vereinfachungen vor- 
genommen, die an dem Resultat nichts andern konnen. Erstens ist von Ein- 
setzung von Gewinnziffern Abstand genommen worden, der Erlos einer 
Stufe also jeweils nur Lohn- und Sachausgaben der nachsten aufgeteilt worden. 
Zweitens ist als Kapitalbestand nur der iSac/rkapitalbestand gerechnet worden, 
obwohl selbst bei kontinuierlichem Absatz und vollig kontinuierlicher Ein- 
kommensauszahlung neben jenem standig ein gewisser, wenn auch sehr kleiner 
Geldkapitalbestand vorhanden sein muss (vgl. Lohnhdhe und Beschdftigungs- 
grad usw. a.a.O., Abschnitt III A). Die zweite Vereinfachung iSsst sich 
iibrigens leicht aufheben, wenn man zum Sachkapitalbestanden Geldkapital¬ 
bestand hinzurechnet, der sich ergibt durch Division der Lohn und Kapital- 
ausgaben mit der durchschnittlichen Zahlungsperiode, die man beliebig 
ansetzen moge. 
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erzeugten Kapitalgiiter in geeigneter Form vornehmlich in die arbeits- 
intensiven Produktionsstaffeln gelenkt wiirden.* In jedem Falle ist 
das Umstellungsbediirfnis relativ klein, eben weil die Kapitalquote 
je Kopf nicht erheblich ist, die in den arbeitsintensiven Produktions- 
zweigen aufgewandt werden muss. 

Das Resultat wird sein, dass mit dem vorhandenen Sachkapital 


PRODUKTIONSSTAFFELN VON VERSCHIEDENER 
KAPITAI.INTENSITAT 

Fall I 


Stufe 

Arbeit 

Kapital 

Lohnsumme 

Arbeitcrzahl 

Kapital- 

aiisgaben 

Kapitalbt stand 

Absolut* 

je Kopf 

I 

2000 

I 

200 

1000 

1000 

2 

133,3 

0 

0 

66.7 

333 

5000 

3 

44,4 

0,022 

22,2 

111 

5000 

2 

2200 

I,I 

300 

1500 

1363 


Fall II 


I 

2000 

I 

2000 

10 000 

10 000 

2 

1333 

0,667 

666 

3333 

5000 

3 

444 

0,222 

222 

I III 

5000 

2 

4000 

2 

3000 

15 000 

7500 


♦ Kapitalumschlag: 20 % 


mehr Arbeitskrafte zusammenwirken. Mit dieser Mehrbeschaftigung 
von Arbeitern ist auch eine Steigerung des Sozialprodukts verbunden; 
das zusatzliche Sozialprodukt wird an die neueingestellten Arbeitskrafte 
abgesetzt. Natiirlich konnen in diesem Zusammenhang gewisse weitere 
ProduktionsanpassungenundProduktionsumstellungenerforderlichsein, 
ebenso kann zur Verhiitung storender Preissenkung Geldvermehrung 

* Konjunkturell ist natiirlich auch mit ungeniitzter Kapazitat in dicsen 
zu rechnen. 
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notig werden; doch interessieren diese Fragen in unserer “statischen,” 
auf Beschreibung des neuen Gleichgewichts abgestellten Betrach- 
tungsweise nicht. 

Fiir den Staat bestehen verschiedene Moglichkeiten, den hier 
beschriebenen Prozess der Umstellung auf arbeitsintensiv erzeugte 
Produkte zu fordern. Er kann dies tun z. B. durch Eingriffe in das 
Preisgefiige (mittels Steuern oder Subventionen), die gewisse Waren 
besonders begehrenswert, andere weniger begehrenswert machen. Er 
kann durch ahnliche Massnahmen auch direkte Einkommensiiber- 
tragungen von einem Konsumenten auf den anderen vornehmen, 
wcnn damit verniinftigerweise die Erwartung verbunden ist, dass sich 
die Struktur der Nachfrage in der gewunschten Weise vcrandern wird.* 
Einer besonderen Betrachtung bedarf aber die Verwendung staatlicher 
Mittel, die durch Kiirzung des Einkommens der Staatsburger auf dem 
Steuer- oder Anleihewege erworben sindf fiir Investitionszwecke^ 
insbesondere die sogenannten offentlichen Arbeiten. 

“Investieren” ist ein relativ arbeitsintensives Gewerbe. Dieser 
Tatbestand wird leicht dadurch verschleiert, dass man Investieren als 
Nachfrage nach Kapitalgiitern definiert, die durch Sparen, d.h. Verzicht 
auf Nachfrage nach Konsumgiitern ermoglicht werde. Diese Definition 
wird jedoch dem Tatbestand nicht vollig gerccht. Gewiss dienen die 
gesparten Kapitalbetrage in mehr oder weniger grossem Umfange dem 
Ankauf von Kapitalgiitern, von denen prima facie nicht gesagt werden 
kann, dass sie in durchschnittlich starker arbeitsintensiver Produktions- 
weise erzeugt werden als die typischen Konsumgiiter. Aber fast immer 
bediirfen diese neu angekauften Kapitalgiiter, bevor sie in Funktion 
treten konnen, des Einbaus oder der Montage, fiir welche ausserst 
arbeitsintensiv Tatigkeit ein Teil des Sparkapitals bereitgcstellt werden 
muss. In alien Fallen, wo es sich um den Neubau oder die Erweiterung 
ganzer Fabrikations- oder Transportanlagen handelt, spielt dieser Teil 
des Kapitalaufwandes eine sehr erhebliche Rolle.J Der Ubergang vom 

* Solche Staatseingriflfe — und ebenso die weiter unten erorterten — bedeuten 
im allgemeinen die Einschaltung besonderer Stationen — der Staatskassen— 
in den Kreislauf des Geldes und erzeugen einen zusatzlichen Geldbedarf. 
Dieser Punkt kann in dem vorliegenden Zusammenhang vemachlSssigt 
werden. 

t Wenn der Staat die Mittel auf dem Wege der Geldschopfung an sich zieht 
— sogenanntes “Zwangssparen’M —gilt prinzipiell das Gleiche. 

X Demgegeniiber ist freilich auf der anderen Seite zu beriicksichtigen, dass 
beim Ankauf von Konsumgiitern (anders als bei dem von Kapitalgiitern) der 
Teil des Erldses, der auf das relativ arbeitsintensive Gewerbe des Kleinhandels 
entfilllt, eine erhebliche Rolle spielt. 
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Konsumieren zum Investieren bedeutet also wahrscheinlich eine 
Steigerung der durchschnittlichen Arbeitsintensitat in der Volkswirt- 
schaft, was nach dem oben Gesagten gleichzeitig heisst, dass die 
Nachfrage nach Konsumgiitern nicht in dem gleichen Masse zu- 
riickgehen muss, indem sich die Sparer des Konsums enthalten. Dieser 
Umstand ist wahrscheinlich die Wurzel des, allgemein gefasst, un- 
richtigen und in vieler Beziehung fiir die Theorie der Kapitalbildung 
verhangnisvollen Satzes,dass die Nachfrage nach Konsumgutern durch 
Sparen iiberhaupt nicht vermindert wiirde, weil die in der Produktiv- 
guterindustrie tatigen Arbeiter dasjenige verzehrten, worauf die Sparer 
verzichteten. 

Natiirlich ist voile Aufrechterhaltung des laufend erzcugten Kon- 
sumgiitervolumens nicht moglich, denn dies wiirde bedeuten, dass 
weder Sachkapital noch Arbeitskrafte aus der Konsumgiiterindustrie 
abgezogen wurden, was unseren Voraussetzungen widerspricht, solange 
wir nicht mit einer Neubildung von Kapital rechnen. Vielmehr schrumpft 
die Konsumgiitererzeugung, jedoch nicht in dem Masse, in dem die 
Konsumgiitemachfrage der Sparer zuriickgeht; aus der Differenz 
werden die in der Sphare der olfentlichen Investitionen zusatzlich 
eingestellten Arbeitskrafte zusammen mit denen in der Konsumgiiter- 
industrie freigesetzten ernahrt. 


Ill 

Wie die vorhergehenden Ausfiihrungen gezeigt haben, steht die 
Struktur des Kapitalbestandes in eindeutiger Korrelation zur Struktur 
der Giiternachfrage. Wir haben jedoch bisher die Einwirkung der 
Nachfragestruktur und ihrer Veranderungen auf die Struktur des 
Kapitalbestandes nur unter dem Gesichtswinkel einer stationaren 
Wirtschaft betrachtet. Zu diesen bisher erorterten primaren Ein- 
wirkungen treten aber dam gewisse sekundare Einwirkungen der 
Einkommensverwendung auf den Kapitalbestand, wenn das Ein- 
kommen nicht verbraucht, sondern gespart und investiert wird, wenn 
also, fiir unseren Sonderfall des Staatseingriffs, es sich nicht bios um 
Anderung der Konsumrichtung handclt, sondern Grosse oder Richtung 
der laufenden Investitionen beeinflusst wird. Bisher richteten wir das 
Augenmerk nur auf die Umstellung des vorhandenen Sachkapital- 
bestandes, nunmehr sind Veranderungen in der Struktur des Zuwachses 
ins Auge zu fassen, wie sie durch die erwahnten Staatseingriffe 
herbeigefiihrt werden konnen. Dabei bedarf es keiner naheren Erorte- 
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rung, dass alle EingrifFe, durch die der laufende Konsum zu Gunsten 
der Kapitalbildung beschrankt wird, unter dem Gesichtspunkt der 
ArbeitsbeschafFung zweckmassig erscheinen (sofern durch diese Ein¬ 
grifFe nicht dynamische Storungen hervorgerufen werden), und dass 
das Umgekehrte fiir eine Beschrankung der Kapitalbildung zu Gunsten 
des Konsums gilt. Im vorliegenden Zusammenhang interessieren nicht 
diese rein quantitativen Anderungen, sondern allein die qualitativen 
Anderungen die von einer, vom “naturlichen** Lauf der Wirtschaft 
abweichenden Verteilung des Neukapitals auf die einzelnen Wirt- 
schaftszweige ausgehen. 

Diese sekundaren Anderungen in der Struktur des Sachkapital- 
bestandes (oder viclmehr seines Zuwachses) sind noch aus einem 
anderen Grund von den primaren Umstellungsprozessen wenigstens 
vorlaufig zu scheiden: die primaren Umstellungsprozesse und die aus 
ihnen resultierenden Veranderungen des Beschaftigungsgrades haben 
ceteris paribus ofFenbar nur solange Bcstand, wie die Anderungen 
der Nachfragestruktur durch StaatseingrifF. Aber auch wenn sie sich 
infolge Aufhorens der StaatseingrifFe riickbilden, bleiben noch die 
sekundaren Wirkungen bestehen, namlich die Aus- und Umgestaltung 
des Kapitalbestandes durch zusatzliche Investitionen, die von der 
ofFentlichen Hand in bestimmte Richtung gelenkt worden sind. Es 
entsteht also die Frage nach der kreislaufmassigen Dauerstellung dieser 
Investition, nach den Bedingungen, unter denen sie dauernd ihre 
Funktion im Giitererzeugungs- und Beschaftigungsprozess ausiiben 
konnen. 

Es erlcichtert die Beantwortung dieser Frage, wenn wir die 
kreislaufniassige Einordnung der Investitionen ins System der freien 
Marktwirtschaft ein wenig naher analysieren, wobei wir wieder von 
einer in echtem Gleichgewicht befindlichen Volkswirtschaft — und 
zwar einer geschlossenen Wirtschaft — ausgehen. OfFensichtlich ware 
hier die Angliederung eines einzelnen, nur eine Produktionsstufe 
verkorpernden Betriebes unsinnig (z.B. einer Spinnerei). Es ist 
grundsatzlich schon aus technischen Griinden die Angliederung einer 
ganzen ProduktionsstafFel erforderlich. Aber auch eine solche fiihrt 
noch nicht zum neuen Gleichgewicht; denn die in der neuen Pro¬ 
duktionsstafFel zusatzlich beschaftigten Arbeitsknifte und die sonst 
aus ihr Einkommen beziehenden Personen fragen nicht nur die 
Produkte dieser StafFel nach, sondern Produkte jeder Art, in der 
gleichen Weise, wie die bisher tatige Bevolkerung. Es ware also grund¬ 
satzlich die Angliederung eines ganzen Aggregats von Produktions- 
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staffeln erforderlich, das im Kleinen eln Spiegelbild der Volkswirtschaft 
im Grossen ware.* 

Nun ist freilich diese Angliederung eines ganzen Aggregats von 
Produktionsstaffeln (Typus I der Investitionen) nicht die einzige 
Form, in der Investitionen realisiert werden konnen. Kapital kann in 
vorhandenen Betrieben (oder auch in neu anzugliedernden) bei 
unveranderter Arbeiterzahl investiert werden, zur Steigerung der 
Produktivitat der lebendigen Arbeit, wenn auch im allgemeinen nur 
mit sinkendem Kapitalertrag und also nur bei sinkendem Zinsfuss 
(Typus II). Die Investitionen konnen ferner dem technischen Fortschritt 
dienen (ob nun das Altkapital vorzeitig ersetzt und funktionslos 
gemacht wird oder ob es durch das Neukapital tournusmdssig abgelost 
wird); so wird bei gleichem Sach- und Arbeitsaufwand die Produktion 
mengenmassig erhoht (Typus III). Diese beiden letztgenannten 
Investitionstypen haben, isoliert fiir sich und nicht in Verbindung mit 
den “angliedemden” Investitionen des ersten Typus betrachtet, nicht 
die Eigenschaft, Arbeitskrafte zu attrahieren, ja wie bekannt, diese 
vielmehr unter Umstanden frei zu setzen.f Sie wirken jedoch indirekt 
auf eine Steigerung der Beschaftigung hin, indem sie angliedemde 
Investitionen eines bestimmten Sondertypus ermoglichen, namlich 
solche, deren Giiter der Befriedigung neuer Bediirfnisse der bisher 
schon erwerbstatigen Bevolkerung dienen. Denn solche Befriedigung 
ist nur moglich, wenn die Produktion je Kopf der Werktatigen steigt, 
also nur dank der Investitionen des zweiten und dritten Typus, denen 
die Versorgung der Arbeiter (und sonstigen Einkommensbezieher) 
der Neubedarfsindustrien mit den Giitern des hergebrachten Lebens- 
standards zu verdanken ist. Erwagt man, dass mit steigendem Ein- 
kommender hoheren Schichten die Nachfrage nach den althergebrachten 
Giitern meist nicht proportional zu wachsen pflegt, so wird verstandlich, 
dass breit angelegte Produktivitatssteigerungen in der Konsumgiiter- 
sphare Hand in Hand zu gehen pflegen mit der Entwicklung neuer 
Bediirfnisse und ihrer Befriedigung, auf welchem Wege allein moglich 
gemacht wird, dass der gesamte EinkommenszuwachsJ aus den 
* Auch Technik und Produktivitat waren die gleiche. 

t Vergleiche die Behandlung des Industrialisierungsprozesses des letzten 
Jahrzehnts unter den gleichen Gesichtspunkten, bei Colm, Industrialisierung 
tmd Arheitslosigkeit in Verhandlungen des Vereins filr Sozialpolitik, 1932, fiir die 
theoretische Analyse der Freisetzung ferner: Lohnhdhe und Beschdftigungsgrad 
a.a.O., Abschnitt III B, insbesondere S. 450 f. 

t Wie weit sich dieser Einkommenszuwachs als Geldeinkommenszuwachs 
bei unverandertem Preisniveau oder nur als Realeinkommenszuwachs bei 
sinkenden Preisen realisiert, hllngt von der monetSren Entwicklung ab und ist 
fiir unseres Fragestellung belanglos. 
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Investitionen des Typus III von den Einkommensbeziehern gerade 
zum Ankauf des Produktionszuwachses verwendet wird; denn sie 
fuhren im Gegensatz zu denen des Typus II nicht notwendig zu einer 
Steigerung des Anteils der unteren Einkommensschichtcn am Volksein- 
kommen. 

Auch die Struktur des Kapitalbestandzuwachses ist also nachfrage- 
orientiert; nur ist der Mechanismus der Zuordnung hier deshalb 
verhaltnismassig kompliziert, weil sich je nach der Art der Investitionen 
die Einkommensstruktur der Volkswirtschaft selbst andert. Mit dem 
In-Funktion-Treten des neuen Sachkapitals kann Eingliederung 
zusitzlicher Arbeitskrafte verbunden sein, aber auch Freisetzung. 
Der Lohnsatz kann bei gleichem oder steigendem Beschaftigungsgrad 
steigen, muss es aber nicht; ahnlichen Veranderungen sind die anderen 
Einkommenskategorien ausgesetzt. Greift nun der Staat in bestimmter 
Weise in das Investitionsgefiige ein, so hat cr nicht nur dafiir Sorge 
zu tragen, dass die technischen Relationen ungestort bleiben — d.h. er 
darf nur ganze Produktionsstaffeln verschieben — sondern er muss auch 
darauf achten, dass das Gleichgewicht zwischen Produktions- und 
Nachfragestruktur nicht gestort wird. Ein Weg dazu ware, iiberhaupt 
nichts an der Struktur des Angebots der fertigen Waren etwas zu andern, 
sondern nur an der Technik ihrer Herstellung. Das wiirde dadurch 
ermoglicht, dass der Staat unter gewissen Voraussetzungen bei der 
Leitung des von ihm beherrschten Produktionssektors nicht unbedingt 
an das Rentabilitiitsprinzip gebunden ist, also z.B. eine weniger 
rentable, aber arbeitsintensivere Technik der rentableren kapital- 
intensiveren* vorziehen kann. Freilich wird auch durch solche Ein- 
griffe nur in die Produktionstechnik die Nachfragestruktur geandert, 
eben weil mehr Arbeitskrafte beschaftigt werden. Doch ist dieser 
Punkt von entscheidender Wichtigkeit nur fiir den Fall einer voll- 
stdndigen Kapitalplanwirtschaft, die in diesem Zusammenhang nicht 
interessiert; wird ein grosser oder gar der iiberwiegende Teil des 
neugewinnenden Kapitals nach wie vor freier, marktwirtschaftlich 
orientierter Verwendung uberlassen, so kann damit gerechnet werden, 
dass die zur Versorgung der zusatzlichen Arbeitskrafte erforderlichen 
“angliedernden” Investitionen in verhaltnismassig kurzer Zeit von 
privater Seite vorgenommen werden, sofern nicht gar unausgenutzte 
Kapazitat in Konsumgiiterindustrien diese Schwierigkeit beseitigt. 

Im iibrigen kommt daneben wieder auch die dauernde Beeinflussung 
der Nachfragestruktur durch Steuern, Subventionen, (in Verbindung 

• Man beachte, dass das vor allem durch Verkiirzung der Lebensdauer der 
Anlagen geschehen kann. 
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mit Preissenkung der staatHch erzeugten Waren) usw. in Frage. 
Besondere Moglichkeiten bieten sich hier fiir den in weltwirtschaftliche 
Austauschbeziehungen eingebetteten Industriestaat, in dem, wenn 
auch zu etwas erhohten Preisen, die Produktion gewisser, bisher vom 
Ausland bezogener Giiter bei zweckentsprechender Kapitalanlage 
moglich wird. Die kleinbauerliche Landwirtschaft ist ein im ganzen 
relativ kapitalextensiver Wirtschaftszweig; in einem Industriestaat 
kann ihren Produkten, soweit sie nicht ohnehin dem Eigenverbrauch 
dienen, im allgemeinen ohne Schwierigkeit der Absatz im Inland 
gesichert werden. 

Soweit im letzten Jahrzehnt theoretische Gesichtspunkte bei der 
Auswahl ofFentlicher Arbeiten wirksam gewesen sind, scheinen es nur 
die im Abschnitt II behandelten Gesichtspunkte gewesen zu sein. 
Man bevorzugt Strassenbau, Wohnungsbau u.s.w. ihrer Arbeits- 
intensitivitat wegen und fragte wenig, in welchem Grad diese Investi- 
tionen, einmal durchgefuhrt und in den wirtschaftlichen Kreislauf 
eingegliederty kapitalintensive oder arbeitsintensive Struktur an sich 
triigen. Dies kann auch solange gleichgiiltig sein, als die ofFentlichen 
Arbeiten im wesentlichen durch Ausnutzung vorhandener KapazitSt 
geleistet werden, so dass ihre Durchfiihrung keine Verminderung der 
am Kapitalmarkt angebotenen und von der Privatwirtschaft verwendeten 
Mittel bewirkte. Das wird aber in der Hochkonjunktur nur aus- 
nahmsweise der Fall sein, wobei wir unter Hochkonjunktur hier einen 
Zustand relativ gut ausgenutzten Sachapparates verstehen, gleichgiiltig, 
ob daneben Arbeitslose in erheblichem Umfange existieren oder nicht, 
Nur die Siedlung diirfte nach dem oben Gesagten dem Ideal der 
Kapitalanlagen nahekommen, bei deren Durchfiihrung relativ viele 
lebendige Arbeit gebraucht wird und die als Resultat einen relativ 
arbeitsintensiv funktionierenden Betrieb ergibt. Bauten aller Art — 
Wohnungsbau, Strassenbau, Kanalbau, Eisenbahnbau — erscheinen in 
ihrer Bedeutung fiir die Arbeitsbeschaffung selbst dann problematisch, 
wenn ihre Durchfiihrung relativ wenig Sachkapital erfordert. Sie lassen 
sich zweifelsfrei nur in der Depression rechtfertigen, wenn sie auch 
in den iibrigen Konjunkturphasen nicht vollig vermeidbar sein mogen. 
Ahnliches diirfte — gesehen isoliert unter dem Gesichtswinkel der 
Arbeitsbeschaffung — von den grossen Elektrifizierungsprojekten gelten, 
Investitionen, von denen es zudem zweifelhaft ist, wie weit bei ihrer 
Durchfuhrung in iiberdurchschnittlichem Masse lebendige Arbeit 
beansprucht wird. 
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A NOTE ON PRICE THEORY WITH SPECIAL 
REFERENCE TO INTERDEPENDENCE AND TIME 

BERTIL OHLIN, University of Stockholm 

One of the first things every student of economics learns is that the 
system of prices is characterized by a “mutual interdependence.” 
There is no one-way-causation from costs to prices as assumed by the 
classics. This idea was first clearly worked out by Walras and presented 
in his well-known system of equations. Cassel’s presentation of a simpler 
system undoubtedly meant a great advance, both from a scientific 
and from a pedagogical point of view. It gives more of a bird’s-eye 
view and, above all, makes it possible to put off the discussion of 
marginal utility and similar questions until the student has grown 
well acquainted with the working of the price mechanism as observed 
on the market. 

According to my experience, many students find it easier to grasp 
the character of the relationship between the various prices and quantities 
that form parts of the price mechanism if the latter is illustrated by 
means of a drawing instead of a system of equations. A simple form 
of such a drawing is shown on the following page. It refers to a short 
period .of time during which no changes take place. The atomistic 
assumption, i.e. full mobility and divisibility, is made. 

The four elements which are marked by rectangles are given, or 
“primary” elements from the point of view of the problem of pricing. 
The others are “secondary.” The height of commodity prices is deter¬ 
mined by the condition that the quantity supplied and the quantity 
demanded must be equal. Demand for commodities depends on their 
prices as well as on the taste of individuals and their incomes. The 
latter, on the other hand, are governed by the prices of the productive 
factors and the conditions of ownership, i.e. the quantities of productive 
factors owned by each individual. 

Turn now to the left part of the picture. Commodity prices are 
equal to costs of production. The latter depend on the “technical 
coefficients,” i.e. the quantities of the various productive factors, that 
are required, and on the prices of the latter. The technical coefficients 
depend on factor prices as well as on the technical conditions, i.e. the 
technical knowledge and the physical qualities of nature. These tech¬ 
nical conditions are, from the point of view of the price problem, to be 
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regarded as known quite as the individual tastes and the conditions 
of ownership. 

The prices of the productive factors, i.e. of their use during the 
period in question, is determined by the condition that the quantities 
demanded and supplied must be equal. Demand depends on the technical 
coefficients and on the quantities of commodities produced. Supply, 
on the other hand, may be regarded as given, i.e. independent of changes 
in the price system. It is, then, the fourth primary element.* 



Only a change in one or more of the primary elements can call 
forth a change in the secondary elements. On the assumption of com¬ 
plete mobility and divisibility, every change in the former causes a 
change in all the latter unless by chance the various reactions that 
are set up balance one another. 

A change in one of the four primary elements—^the corner-stones 
of the building—causes a variation in the secondary elements, i.e. in 
the structure of prices and production. Such a variation may lead to 

♦ Some people may find it better to say at once that the supply of productive 
factors during a short period depends on their prices and on a fourth primary 
element, which is the supply of “land” and “capital goods” and “the willingness 
of individuals to work.” 
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a change in one or more of the other primary elements. Does not this 
destroy the reason for classifying the primary elements as a separate 
group? The answer is in the negative. Changes in the price system, 
caused by changes in one of the primary elements, need not at all affect 
the other primary elements. If they are affected—e.g. if the price 
variations called forth by technical inventions slowly change the taste 
of consumers—^the character of the influence is certainly of a kind 
different from the influence exercised on the secondary elements. The 
latter are “dependent” variables, while the primary elements are on 
the whole and in a certain sense “independent” variables. 

The manner in which demand for commodities depends on their 
prices and on individual tastes and incomes can be further analysed 
in terms of marginal utility or alternative concepts. The dependence 
of the technical coefficients on productive factor prices and technical 
conditions is explained by the marginal productivity reasoning. 


Besides the general interdependence of prices, which has so far been 
dwelt upon, there are various sorts of special price connections. At the 
margin every productive factor can be replaced by one or several other 
factors. If the price of factor A is increased by a certain percentage, a 
certain quantity of it will be replaced by factors JB, C, etc. The more 
competitive the factors are, the stronger the tendency towards substitu¬ 
tion. For this reason the prices of certain factors have a tendency to 
vary in the same direction. 

The special price connections of commodities, which, of course, 
cause indirect connections between factor prices, arc more varied. 
The following table gives a brief survey of the different types of special 
relations between both productive factors and commodities. 

I. CONNECTION THROUGH CONSUMPTION 

1. Joint demand: Bread and butter. 

2. Rival supply: Margarine and butter (substitutes). 

3. Limited demand: The limitation of consumers* incomes and demand causes 

a connection between the prices of all finished consumers* goods. 

II. CONNECTION PRIMARILY THROUGH PRODUCTION 

1. Vertical connection: Productive factor—capital instrument—raw material— 

half-finished product—finished product. 

2. Horizontal connection: Rival supply (substitutes), i.e. competing materials 

like cement and bricks and competing productive factors like agricultural 
land of different qualities. 
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3. Vertical and horizontal connection: 

(a) Commodities manufactured from the same commodity or commodities 

at an earlier stage. 

(1) In one process of production, i.e. joint supply: coke and gas 

from coal. 

(2) In several processes: rails and construction steel from iron and 

coal. This is often called rival demand. 

(b) Commodities into whose production enters the same productive 

factor or factors. Wheat and rye are grown on similar qualities of 
land. (The greater the relative importance of the common com¬ 
modity or factor, the stronger is, ceteris paribusy the price connection.) 

(c) Commodities into whose production enter materials and productive 

factors that are more or less closely competitive or otherwise 
specially connected: Timber buildings, brick buildings, cement 
buildings. 

{d) Commodities and factors which are materials for a certain good or 
for goods that are more or less closely competitive or otherwise 
specially connected: Clay is raw material for bricks and lime for 
cement. 

Evidently the horizontal connection between commodities belonging 
to different vertical lines may be due to the fact that in any one stage 
of production either one or several commodities or productive factors 
are to be found in both lines 3 (a) + (Z>) or commodities and factors 
that are more or less competitive or otherwise specially connected 

3 W + (d). 

An illustration of some of the above-mentioned price connections 
is the following; 


Butter 


Margarine 
II : I 


Oil cakes- 


II : 3a 


Oil 



Soya beans 


An increase in the demand for butter raises its price and the price 
of oil cakes. As a result the output of such cakes and of oil is expanded. 
The price of oil, and thus of margarine, tends to fall, and the consumption 
of margarine tends to grow for a double reason. 
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In most economic textbooks only four special price connections 
are mentioned, namely joint supply, joint demand, rival supply, and 
rival demand. 

« 

Above time has been taken into account only in one respect. The 
quantity of goods produced depends on the length of the time during 
which the productive process is going on. Hence the whole reasoning 
refers to a period of time. One might say, e.g., that time is a dimension 
that is used for the measurement of the quantity of productive 
factors: So-and-so many workers and sums of capital are used so-and-so 
many days. 

To describe adequately pricing under atomistic assumptions one 
has to consider the influence of time in another respect. 

The influence of time arises also from the fact that certain periods 
elapse before the materials have passed the various stages of production 
and before the productive instruments are used up. These circum¬ 
stances are dealt with in the theory of capital, e.g. through an analysis 
of the average period of production or period of investment, i.e. the 
Austrian form of the wage fund theory. It is owing to these circumstances 
that capital holds a place different from that of other productive 
factors. 

# 

A consideration of all these circumstances completes the study of 
pricing under atomistic assumptions. A more realistic analysis has to 
consider time in a third respect, i.e. in its relation to the lack of mobility 
and divisibility. The existence of “friction’’ in the widest sense of 
that word means that all changes in production, brought about by 
variations in the primary elements or in the anticipations of future 
events, require time. It is this lack of mobility and adaptability that 
people have in mind when they say that market prices vary around the 
changing level of normal prices. In other words, the price system at 
a given moment differs from the position towards which the existence 
of certain primary elements and anticipations makes it tend. In that 
sense one can perhaps say that there is a certain “equilibrium” position, 
towards which it tends but which it never reaches. But this position is 
different from that which would exist under atomistic conditions. The 
fact that the actual price system never coincides with the equilibrium 
position affects the anticipations and thus the equilibrium position 
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itself. E.g., the price which business men consider normal does not 
coincide with average costs of production when productive capacity 
is fully utilized,* but rather with average costs when production is 
carried on at 70 to 80 % of capacity. Besides, the existence of risks 
is to a large extent due to deficient adaptability, and these risks 
influence pricing. 

If the influence of the lack of mobility and divisibility for pricing 
is discussed in terms of qualifications to the statement that commodity 
prices tend to coincide with costs of production, then the first qualifica¬ 
tion, not discussed in this paper, is concerned with the meaning of 
the term costs of production. Owing to incomplete mobility and 
divisibility, some costs are common for the output of a number of 
units of one or several commodities, i.e. there are overhead costs 
and economies on a large scale. In other words, the relation of prices 
to fixed and variable costs and to costs of different firms of varying 
size has to be considered, partly in terms of price policy. The latter 
is a quasi-monopolistic phenomenon. It has to be added that monopoly 
in some cases entirely obviates, in others weakens, the tendency of 
prices to coincide with average costs of production. 

The second qualification refers to the fact that all changes in 
production require time. An analysis of pricing must, therefore, as 
already pointed out, be an account of a time-using process, and this in 
a different sense from that in the theory of capital. Assume that the 
demand for fish is suddenly increased owing to a change in taste. 
The reaction of the output and price of fish can only be described 
in relation to the lapse of time. The speed of the reactions or the 
rate of change must be taken into account. 

It was mentioned in the beginning of this paper that the four 
primary elements, e.g. the supply of productive factors, react in an 
indirect manner to changes in the price system. The speed of these 
reactions, e.g. the rate of change in savings when interest rates are 
varied and the flow of labourers between different labour groups when 
relative wages are changed, has to be considered also. 

So far, the price system has tacitly been assumed to refer to one 
market only. The geographical spread and incomplete mobility of the 
productive factors as well as of the consumers make it necessary to 
introduce the idea of space, i.e. to study the localization of production. 
The price system comes to embrace a number of more or less closely 
related local markets. The costs of moving commodities and productive 
♦ “Full utilization’* exists when marginal costs are equal to average costs. 
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factors and the speed of these movements have to be analysed. Inter¬ 
national trade theory is a part of such a general localization theory. 

Further, man is a planning animal. He anticipates future events 
and his actions are changed accordingly. If prices are expected to 
vary, consumers will change their purchases and stocks. The distribu¬ 
tion of their incomes between expenditure for current consumption and 
other kinds of expenditure, i.e. savings, is affected. Still more is this 
true of producers and traders. Hence supply and demand depends not 
only on the prices during the present period, but also on expected 
prices during future periods. Not only future prices are anticipated. 
Action is often based on a judgment concerning the future situation 
with regard to all the various elements in the price system.—There is 
always a risk that such judgments may be disproved by the actual course 
of events. The existence of such risks influences costs of production, 
output, and prices. 

# 

This brings us to problems of money or credit. They are con¬ 
cerned above all with the relation of the time sequence (of the various 
reactions towards changes both in the primary elements and in the 
anticipations of the future) to changes in the price and conditions of 
credit, E.g., a general decision of a large part of the consumers to 
save less and consume more will set up certain tendencies towards 
higher prices and increased output both of capital goods and current 
consumption goods, if the conditions of credit are not changed 
simultaneously in such a way that an increase in total demand is 
prevented. But if conditions of credit are changed at once, an 
increase in prices and output need not come about. Monetary 
theory, like price theory in general, is always interested in “what 
happens first.” In brief, it studies the influence of credit trans¬ 
actions on the time sequence of events. Thus the whole of price 
theory becomes an account of a time-using process. 
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THE UNITED STATES AND THE WORLD 
ECONOMY* 


ERNEST MINOR PATTERSON, University of Pennsylvania^ Philadelphia 

In January and February of 1933 it seemed clear in the United States 
that shortly after the inauguration of President Franklin D. Roosevelt 
active preparations would be started for the World Monetary and 
Economic Conference to be held in London. A domestic banking crisis 
of unexampled proportions appeared early in March, and at about the 
same time political conditions in many other parts of the world became 
acute. The result was a continuing and regrettable delay. Negotiations 
are now proceeding, and before this paper is published the Conference 
may be under way or perhaps over. But no matter what agreements 
may be reached, the problems giving rise to the Conference cannot 
quickly be solved. The situation is highly involved, and years may 
pass before the desirable new adjustments can be made. 

During the post-war years trends have been difficult to distinguish 
because of the general confusion, while few observers have been able 
to survey calmly a situation many of whose aspects were of a sort 
that so easily stir the emotions. Most Americans have been quite unable 
to pass judgment upon their own national policies, and outsiders have also 
been hampered, partly because of their own bias, but also because there 
have been so many powerful and contradictory forces at work. Errors of 
judgment are still certain, but each month permits a clearer analysis. 

Probably the best approach is through a reference to the inter¬ 
national balance of payments of the United States. For our purposes this 
need not be presented in detail but merely in broad outline, to show the 
general position of the United States in its economic relation to the 
rest of the world. This relationship is not fully realized by many critics, 
and consequently some of the difficulties of readjustment have neither 
been understood nor appreciated. 

By 1914 the United States had passed well through the stage of 
growth commonly called that of the “mature debtor.’’ During a number 
of decades in her early history, until about 1875, her need for capital 

* This essay was written prior to the assembling and the adjournment of the 
World Monetary and Economic Conference in London, as well as before 
the stupendous effort at economic recovery undertaken in the United States 
under the leadership of President Roosevelt. What has occurred merely 
confirms the judgments expressed. 
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had been met by extensive borrowing from Western Europe. This 
stage had been marked by an excess of imports which is clearly revealed 
by the data for commodity movements, a picture that would presumably 
be confirmed by an accurately prepared statement of the total balance 
of payments if such a statement could be completed. 

After 1875 this status of “immature debtor,” with an excess of 
imports and an accumulating indebtedness, was altered to that of the 
“mature debtor.” Borrowing abroad was continued, but annual pay¬ 
ments of interest on accumulated loans had become large. Moreover, 
the United States no longer had a merchant fleet, and each year made 
large freight payments to the owners of foreign vessels. The result of 
all debit and credit items was the necessity for net payments each year 
to abroad, an obligation that showed itself in a considerable excess of 
exports over imports. Just prior to 1914 this annual excess for the 
merchandise trade amounted to about $500,000,000. 

For our present purpose the important fact for emphasis is the 
existence of this active balance with the reasons for it and the further 
fact that the internal economy of the country was definitely adapted 
to it. If the trend of development after 1914 had been similar to that 
of other countries at other times—say Great Britain in the nineteenth 
century—^the United States might have become adjusted to the new 
situation with a minimum of difficulty, beginning to lend in less 
developed parts of the world and ultimately altering her position of 
debtor to that of an “immature creditor.” The balance would for a 
time have continued active, perhaps becoming more so than in the 
preceding stage. There might have followed the final stage of “mature 
creditor.” Imports, both visible and invisible, might have become larger 
than exports. With slight strain and over an extended period the 
necessary adjustments might have occurred, not entirely without 
friction but with only a minimum. 

But within the period from 1914 to 1918 was condensed a stage of 
growth that might otherwise have taken much longer, perhaps several 
decades. Or it might not have come at all. Since it came and came 
rapidly the consequences were serious and a prompt and adequate 
adaptation was quite impossible. For four years every effort was made 
to encourage exports. Productive capacity for many farms and factories 
was enlarged. An American merchant marine was constructed to 
assist in the world’s carrying trade. At the same time imports were 
decreased because other countries were so directly and indirectly 
absorbed in the conduct of the war. The active balance of the United 
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States grew. Other countries sent gold, resold American securities, 
and marketed new obligations of their own in the New York market 
and with the United States Treasury. 

By 1919 the United States was definitely a creditor, a change 
immediately recognized both by her own economists and by those of 
other countries. The significance of her new status was clear. As 
creditors, the people of America had certain responsibilities, not only 
to the rest of the world but to themselves. It was important to readjust 
the balance of payments in order that as rapidly as practicable the 
relationship between imports and exports might be changed. To be 
a creditor was to recognize and to accept certain attendant obligations. 

But most observers both at home and abroad failed to appreciate 
the difficulties of such an adjustment. An excess of imports over exports, 
or at least a rapid movement in the direction of such an excess, was 
desirable. Such a change could be brought about either by decreasing 
exports or by increasing imports—perhaps by increasing both, provided, 
of course, that imports were increased enough more than exports to 
bring about the desired results. If the new creditor status had been 
slowly acquired this might have been more easily effected, but it had 
come in about four years with a sudden increase in productive capacity 
and, of course, with a burst of nationalist fervour. A speedy reversal 
within a similarly brief period of time was entirely out of the question. 

Let us suppose that exports had been sharply reduced. Perhaps the 
farmers of the Southern States would have been the ones to lessen 
their production of raw cotton, over half of which is usually sent 
abroad. But such a change would have necessitated a thorough readjust¬ 
ment of agricultural activity throughout a great area, forcing many 
thousands of farmers into some other line of production for which 
they had neither training nor facilities. If wheat growers had been 
asked to assume a part of the burden of readjustment their problems 
would have been similar. And so with every group of exporters. In so far 
as any line of production had been called upon to make the necessary 
shifts the producers involved would have been subjected to a severe 
strain. Farmers and manufacturers whose welfare was identified with 
exports would, of course, have protested bitterly, and their hardships 
would have affected the entire country. There would not have been 
merely the minimum of distress inflicted upon a few marginal producers 
who would have been compelled to find new lines of activity. With such 
large sums involved a quick adjustment would have been a painful one. 

If instead the problem had been met by an increase in imports, the 
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disaster would have been equally severe. There was, of course, the 
merely selfish opposition of the industries which had been nourished 
by tariff support, but no thoughtful person can deny the difficulties 
and hardships that would have attended a forced shifting of labour and 
capital to an extent sufficient to meet the new situation. It was possible 
without injury to receive more rubber, coffee, raw silk, and other like 
articles not produced within the United States, but a rush of textiles 
or citrous fruits or steel or coal would have been a different matter. 

As Professor Cassel and others have so forcefully reminded us, 
much could have been done by a prompt cancellation of the amounts 
due to the Treasury of the United States from foreign governments. 
But even now the proposal to take such action arouses little sympathy 
within the United States. There were reductions in the settlements 
as made some years ago in the debt-funding agreements, and other 
reductions may be arranged in 1933; but even now, and in spite of the 
disasters starting in 1929, a complete cancellation seems out of the 
question. In 1919 such an action would have been of material assistance, 
though not enough in itself to have prevented some of the later troubles. 
To-day war debt cancellation would materially reduce the strain, 
but would be far from adequate. In the fourteen-year interval other 
items have grown so much and now loom so large that something still 
more sweeping is needed. 

The complications were not fully realized in 1919, and what followed 
cannot be presented as a rational, considered procedure. Nor can it be 
defended as a movement toward a solution. In fact, it has greatly 
complicated world affairs. Nevertheless, it should be reiterated that 
the economic position of the United States was a difficult one after 
the war, and that the procedure followed for the next ten years need 
not surprise anyone, no matter how much he may regret it. 

We have observed that an adjustment could have been accomplished 
by decreasing exports or by increasing imports, both visible and 
invisible items being included in each case. Instead of this “rational’’ 
procedure, the world witnessed just the opposite. Every effort was 
made to increase exports and to check imports. American business men 
undertook to capture the world’s markets or as large a fraction of 
them as possible. Everywhere abroad American goods appeared. 
Under the energetic direction of Herbert Hoover, then Secretary of 
Commerce, the government aided in locating foreign markets and in 
encouraging the sale of goods. Exports grew until in the calendar year 
1929 they amounted to $5,447,000,000. Imports also gained in amount, 
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but not to the extent that the creditor position of the country suggested 
as appropriate. Of course there was a constant inward pressure, since 
the amounts due from abroad regularly created a demand for dollars 
with which alone payment could be made. But in one direction after 
another obstacles were imposed to the receipt of payments. Several 
may be mentioned. 

One form of payment that had for years been of considerable 
importance is immigrants* remittances. But for what seemed good 
social reasons restrictions were placed upon immigration, until to-day, 
as a result of legislation and of administrative procedure, the movement 
has ceased. Another important method of payment had been freight 
charges earned by foreign vessels carrying American goods at a time 
when the United States had no merchant marine. In the post-war years 
every effort was made to maintain and to strengthen the merchant 
fleet that had been created to meet the war demand. In the form of 
favourable mail contracts and of government loans at low rates of 
interest to shipbuilders for the construction of ships that would fly 
the American flag, indirect subsidies were granted. Before the war 
foreign bankers and insurance companies earned each year important 
sums as commissions and premiums, but this business was largely 
shifted to New York. 

Finally and, in the eyes of many outsiders, the most important, the 
already high American tariffs were raised still higher. By the temporary 
measure of 1921, by the more permanent legislation of 1922 and of 
1930, and by “riders’* to the Revenue Act of 1932, duties were increased. 
The reasons were, of course, much the same as the ones causing similar 
action in other countries. Intense nationalistic feeling, disturbances 
caused by the breaking up of old trade routes and the attempt to form 
new ones, the prevalence of dumping, the depreciation of currencies, 
and the consequent “exchange dumping**—^these and other influences 
furnished the occasion if not always the real reason for the actions taken. 

This procedure of increasing exports and of checking imports, when 
the apparent need was to decrease exports or to increase imports, was 
a possibility only because the American public was willing for a time 
to purchase foreign securities in large volume. At the end of 1931 the 
total of such private holdings, according to the estimate of the Depart¬ 
ment of Commerce, was about $14,635,000,000. The process of pur¬ 
chase was almost a “scramble** to buy rather than an orderly acquisition 
of carefully chosen bonds. It was inevitable that in some cases there 
was downright fraud and misrepresentation, in other cases clearly unwise 
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purchases, and in still others doubtful ones. And when the price level 
declined in 1929 and the years immediately thereafter the calamity 
was appalling. 

To this point the informed foreign observer has been reading a story 
that is thoroughly familiar to him, at least in its main outlines. One 
point, though already mentioned, needs reiteration and emphasis. 
An indiscriminate criticism of the government and people of the 
United States for their conduct from 1919 to 1929 is futile. To adjust 
the country promptly to its suddenly acquired creditor status was 
quite impossible. Under a Mussolini or a Stalin more might have been 
done. But the size of the task and the eagerness of the public to return 
to “business as usual” or to “normalcy” in a country steeped in the 
traditions of individualism were obstacles impossible to overcome. 
This does not entirely relieve the government or the intelligent public 
from responsibility. There was no valid excuse for the extremely 
contradictory actions taken, but criticisms should be tempered by 
a full realization of the difficulty of the task and of the impossibility 
of an easy adjustment of the conflicting interests and viewpoints. 

Whether the writer is correct or not in his judgment of the past, 
the situation in 1933 is quite clear. No progress has yet been made 
to rearrange properly the international balance of payments of the 
United States. Instead, the disequilibrium is worse than it was fifteen 
years ago. To the public or “war debts,” and to a somewhat modest 
amount of private investment abroad, there are now added a great mass 
of private investments that have since accumulated. Behind the higher 
tariff walls vested interests have been strengthened and increased in 
number. Prices have fallen and everywhere industries are disorganized. 
In many other countries currencies have depreciated, and in the United 
States there has been a banking crisis of unprecedented severity and 
a temporary suspension of gold payments. 

It can readily be understood that this situation has a double effect. 
On the one hand, conditions are so serious that all must agree upon 
the necessity for remedial action. On the other hand, any proposal to 
meet the problem by lowering tariffs or by an extreme reduction of 
“war debts” is sure to be bitterly opposed. “In the long run” the 
results may be beneficial to all concerned, but it is necessary for most 
of us to live in the short run, and we are apt to ignore indirect or distant 
gains, even though large, for benefits that are more direct and immediate. 

By the time these essays in honour of Professor Cassel appear the 
World Financial and Economic Conference may be over. But not all 
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agreements reached at that Conference will have been put into effect, 
even though the Conference shall be an eminently successful one. 
No matter what their nature, it is easy to see the dilemmas faced by the 
various parties to the discussion. As a long run matter attention should 
be focussed upon the importance of a better equilibrium in international 
economic life. More immediately, the task is to restore international 
trade, whose value in the third quarter of 1932 was only about one- 
third of that in the corresponding period of 1929, and to stimulate 
employment in a world whose unemployed probably number over 
thirty million. 

In its agenda the Preparatory Commission has enumerated the 
following as the principal questions to be considered: 

1. In the field of monetary and credit policy, the objective must be 
the restoration of an effective international monetary standard to which 
the countries which have abandoned the gold standard can wisely adhere. 

2. Some increase in the level of world prices is highly desirable and 
would be the first sign of world recovery. 

3. The abolition of exchange restrictions is an essential condition fo 
world recovery. 

4. There must be greater freedom of international trade. 

When both the political and the economic factors are considered (as, 
of course, they must be), the awkwardness of the American position is 
clear. Perhaps the most spectacular, though not the most serious, inter¬ 
national event of the last twelve months (that is, from the standpoint 
of the people of the United States) has been the failure of several 
countries to meet their war debt payments on December 15, 1932, 
and the growing agitation in other countries against the continuation 
of payments. Leaders of both of the major political parties in America 
have opposed cancellation, but in the face of recent events the public 
mind seems to have been prepared for a reduction, and discussions 
regarding its nature and extent are now going on. 

Nevertheless, there is a widespread feeling that such an action 
would be a favour to the debtors, and it is popularly held that if any 
further reductions are made, concessions of some sort should be 
secured in return. No amount of argument at home or abroad has to 
date shaken the majority of the American public from the belief that 
these debts constitute a just claim. Failure of some governments to 
make payment last December has tended to increase resentment, 
while the manner in which certain others proclaimed their incapacity 
harmed rather than helped their cause. It may be repeated that further 
reductions are viewed as a favour to the debtors rather than as an 
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advantage to the people of the United States. From this it would 
follow that to ask for offsetting concessions is quite proper. 

Concessions are, of course, thought of as openings for the sale of 
American goods. We live in a money-making economy in which each 
business man succeeds through the sale of his product in as large an 
amount and at as high a price as possible. Markets are vital. If markets 
are closed an injury is done the seller. On the other hand, he is aided 
if markets are opened. If his government is asked to reduce its claims 
against a debtor, there seems to the ordinary citizen nothing strange in 
proposing that there should be a relaxation in trade restrictions now 
imposed by debtors. 

That such a line of action does not solve the national problem that 
we have outlined is clear enough. For some years exports have exceeded 
imports, although a mature creditor status calls for the reverse. So 
distorted is the relationship, so great is the disequilibrium, that accu¬ 
mulated obligations from abroad to the United States have become 
enormous, so large in fact that payments cannot be made, especially 
in the face of many barriers to payment imposed by the United States. 
Apparently the advantageous procedure would be to lower the barriers 
and accept such goods and services as can be offered. If that cannot be 
done, national advantage would seemingly be derived by writing down 
at least a part of the amounts due, and then as rapidly as possible 
lowering the barriers in order to receive larger amounts of incoming 
payments. Instead, the popular reaction is in favour of reducing existing 
debts by no more than the necessary minimum and of demanding in return 
that the people of other countries take still more goods. Yet payment 
cannot be made for these renew'ed exports unless imports increase. 

There is little to be gained by merely criticizing this apparently 
obtuse attitude of mind. It is natural enough in a world with the kind 
of economic organization that prevails. The individual seems to gain, 
and often does gain for a time, by doing the very opposite of that which 
is to the social advantage. The fact that such a catastrophe as that from 
which the United States is now suffering is due in part to this selfish 
and short-sighted action is not clear to most of the public and cannot 
easily be made clear. Advantages from excessively high tariffs may be 
temporary or even illusory, yet they seem very real. 

This is the situation that will be faced by the representatives of the 
United States at the Conference. Representatives of other countries 
will forcefully present the lack of an international balance and urge 
upon the United States the necessity of a more stable equilibrium. 
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The Americans must take into account the public opinion just described 
and also the views of those who are intellectually convinced that the 
United States should reduce its economic contacts, sacrificing if need 
be large amounts already invested abroad, and hereafter live a more self- 
contained life. The fact that this cannot be done seems only slightly 
to lessen the enthusiasm of those who are favouring more “autarchy.’* 

It would be quite futile to attempt any forecast of the Conference 
decisions. Of course, the urgent need is for a revival of trade, and 
readjustments of equilibrium along permanent lines may well take 
a secondary place. Probably the best that can be hoped for is that 
nothing shall be done that will tend to increase the long run dis¬ 
equilibrium, and hence pave the way for another and perhaps more 
serious collapse several years later. Whatever may be accomplished, the 
immediate need is for a stimulus to business activity. There is ample 
reason to keep this to the front, for certainly all the world will continue 
to suffer until this revival comes, and without it few debts, either public 
or private, can be settled. 

Those who are cynical about the possibility of accomplishment 
through international conference are curiously unaware that world 
life is now so complex that no unilateral or bilateral decisions can be 
made that do not affect practically all countries. But there is a similar 
lack of realism in the views of those who seek relief merely by a return 
to the laissez-faire doctrines of the classical or neo-classical writers. 
Important changes have taken place that must profoundly affect 
our approach to world economic problems. Three may be chosen for 
brief emphasis, and then we may return to the task facing not only 
the American but also all the other delegates to the Economic Conference. 

Not long ago an American WTiter observed: “Business has wings.” 
He was emphasizing the rapidity of change in economic life, the 
acceleration of our tempo, the fact that our problems are more and 
more those of a dynamic rather than of a static society. New inventions 
appear so quickly that no business man can count on his ownership of 
markets, his control of copyrights or of patents, or on any other seeming 
advantage. In a few years, or even months, weeks, or days, he may be 
left far behind by his competitors. Accountants worry over how to 
“write off” proper amounts for obsolescence. Advertisers strive 
frantically to secure and to hold markets. 

This is no passing phase in economic life. Instead the pace will 
probably increase and be ever harder to control. Science is now placed 
at the disposal of business more than ever before. Not only are the 
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economists more active and aggressive than ever, but workers in all 
other fields of knowledge are giving their assistance. Physics, chemistry, 
mathematics, botany, zoology, psychology and the rest are participating 
in man’s attempt to conquer nature and to make their findings of practical 
and of immediate value to all. The effect is a rapidly cumulative one. 

Though this development is to be welcomed, there are difficulties 
created by other changes. One is that to-day more productive activities 
than ever before require a large investment of capital and consequent 
heavy overhead costs. AVhen perhaps 6o or 70 % of the expenditures 
of a business enterprise are for overhead and only 30 or 40 % are 
variable in their nature, the effect of any loss of business is intensified. 
Slight increases or decreases in sales are important. Markets must be 
secured and held at all costs. Competition is intensified and more 
bitter, unless, of course, business combinations are formed. But even 
a complete monopoly in any one line solves few and perhaps no 
problems, since the producers of any commodity or group of com¬ 
modities must compete with all others for the “consumer’s dollar.” 

Still a third change is the decline or, as Mr. J. M. Keynes has put it, 
“the end of laissez-fairey Mr. G. D. H. Cole has said: “It looks to-day 
as if the Victorian epoch of laissez-faire were but a brief interlude 
between two long periods of collective regulation.” For a century or so 
during the heyday of British economic supremacy an unrestrained 
individualism was dominant and met with approval. I'hat time has 
passed. No longer is the “economic man” left to the guidance of the 
“invisible hand.” Social or state control and “economic planning” on 
a national scale have appeared. Russia is the outstanding expression 
of this movement, but what has come to Russia has come to others 
as well in different forms and in varying degrees. 

These three changes—^the increasingly dynamic nature of modern life 
with its accelerated tempo, the larger percentage of overhead costs in pro¬ 
duction, and the disappearance of laissez-faire —^are forcing attempts at 
international co-operation, but at the same time making it more difficult. 

Co-operation is clearly of increasing importance. Large industrial 
organizations whose managements are under a merciless pressure 
because of unwieldy organization and heavy overhead costs are in a 
dangerous position. Markets must be secured and held. No amount 
of business is too small to be significant, for a very slight decrease of 
income may make the difference between success and failure. Every 
effort must be put forth and assistance of all kinds must be secured. 
The economic battle is between giants. 
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And in this struggle the modem state is of growing significance. 
No longer are governments limited to the performance of but a few 
duties. Their tasks have grown both intensively and extensively. 
Every phase of domestic economic life is coming under their control, 
and among their activities is that of giving assistance to their nationals 
in their economic competition with the nationals of other countries. 
The tendency is for the economic life of each country to be organized 
more and more closely and in opposition to the similarly organized 
economies of other countries. 

The expressions of this are numerous and need only be mentioned 
to be appreciated. Emigration and immigration are discouraged or 
facilitated as real or fancied national welfare may suggest. The exporta¬ 
tion and importation of commodities are aided or hindered by tariffs, 
subsidies, bounties, quotas, and otherwise. Investments at home or 
abroad are encouraged or restrained. The power of the state in our 
modern economy has greatly increased. 

Partly because of its own size and power, and partly with this state 
aid, modern business has new and startling aspects. Even in the United 
States and in Great Britain, where individualism is still strong, this 
is serious. But it is in a country like Russia that the potentialities, if 
not the actualities, are most obvious. For example, dumping is a common 
practice and may be serious, no matter by whom it is practised. It is 
effective if undertaken by the nationals who can sell at high prices in 
the domestic market with the protection of a tariff barrier against 
reimportations. Also it is aided if the concern in question manufactures 
by-products and can make some of its output carry through high 
prices an unduly large share of the overhead costs. If a whole country 
is organized the possibilities of such action are tremendously increased. 
And, while Russia is the present outstanding illustration, the tendency 
is everywhere present. The disappearance of laissez-faire and the growth 
of socialism in all of its varieties, from Communism to Fascism, is creating 
a new situation whose seriousness is gradually being realized. In the 
international or world field its possibilities are appreciated by very few. 

Within each country the need for controls is increasingly evident, 
and individualism is receding. Competition is lessening, and planning 
is being tried even though the results in many directions are far from 
encouraging. In world affairs there is as yet no accurate diagnosis, 
to say nothing of solutions. The world is increasingly in need of devices 
for securing and maintaining economic stability, since changes are 
coming with such rapidity. Our economic structure is discouragingly 
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rigid at a time when more flexibility and adaptability are required. 
As yet the trend is toward a greater nationalistic control which in¬ 
tensifies the objectionable qualities and offers but little hope for better 
adjustments. 

It is, of course, true that similar if not entirely identical problems 
are present in the political realm. And in both there is discernible a trend 
which may be inevitable and may even be encouraging, although it 
clearly has its perils. This is the growing tendency toward larger regional 
groupings. Some of the movements, like that toward the Danubian 
Union, to say nothing of the more grandiose plan for a United States 
of Europe, have thus far been abortive. But the Ottawa Conference 
has seemingly given a new significance to the British Commonwealth 
as an economic unit by adding to the complicated network of imperial 
preferences. 

Perhaps such groupings as these are a necessary next step. It may 
be that we cannot pass immediately from the present state of intense 
nationalism to a world economy. But the perils of this intermediate 
stage are great. Larger and more powerful economic units are being 
brought into existence. The dangers arising from their size may be so 
obvious as to force prompt compromises between them in their economic 
struggles. If this does not occur, the strains from which we now suffer 
may be intensified. If large regional groupings must precede a more 
complete world economy, we may hope that the transition period may 
be a short one. 

Returning to the World Economic Conference and its problems, 
we may observe that the larger issues facing that gathering are doubtless 
far beyond its powers. Probably a prompt appreciation of all that is 
involved and speedy adjustments are beyond any human power at the 
present time. The Conference may, in preliminary discussions and in 
its final report, make a few minor and exceedingly worth while settle¬ 
ments, lessening the strain here and there. The major issues are im¬ 
possible of solution at any one brief conference or at the present time. 
There is far more involved than a mere correcting of the balance of 
payments of the United States or of any other country. These corrections 
should, if possible, be made. Even more vital steps should be taken to 
revive business activity as promptly and as fully as possible. But no 
matter what is done, the broader issues will remain as a complex problem 
with which we must wrestle and for which no one as yet has a solution. 
We do not yet know much about organizing and operating the world 
as an economic whole. 
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I. DEFINITION 

Some economists seem to identify stabilization of what they call “the 
general price level’’ with economic stabilization. At this stage I do not 
want to discuss whether such a thing as a general price level exists, 
and if so, whether it would be of interest to anybody or relevant to any 
purpose, whether there is any possibility of controlling it, or whether 
its stabilization is, in fact, identical with economic stabilization. For 
no matter how these questions may be answered, I think it will be 
generally agreed that the stabilization of the level of a certain group 
of prices at any rate could not be considered as an end in itself. Only 
in so far as the behaviour of the price level is connected with some 
phenomenon more economically relevant could it claim the interest of 
economists. But if that is the case it seems natural not to express 
economic stabilization in terms of price level, but in terms of some 
more relevant economic phenomenon. 

The object is therefore to find a phenomenon the stabilization of 
which by general consent will be found desirable, no matter how the 
price level may behave. Such a phenomenon is, I think, economic 
activity, meaning by this a state of affairs in which the productive 
resources of individuals or economic units may find normal employment, 
i.e. a state of economic equilibrium.* 

I therefore define economic stabilization as the stabilization of 
economic activity in the above-described sense. 

2. ECONOMIC DISrURB.\NCES 

Stabilization implies disturbances or disturbing forces. That such 
forces exist and always have existed is obvious. In a world divided up 
into numerous states, where the right of private property is recognized, 
where profit is the incentive to economic activity, where production 
is spread over millions of individual firms and to a large extent carried 

• This does not imply that there is no unemployment or no unused capacity; 
for the monopolistic intensity may require that equilibrium, i.e. a state in 
which no change is wanted, may be identical with some unemployment, which 
would not exist if there were a complete absence of monopolistic mentality. 
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on by means of hired labour, and where consumers within the limits 
of their income are “free’’ to buy whatever they please, subject to 
propaganda and the whims of fashion, where, furthermore, climatic 
conditions greatly influence the volume of certain products, and where 
technical changes occur, it is inconceivable that profits and thereby 
economic activity should not be affected. To this should be added the 
important legal and psychological forces, manifesting themselves in 
panics and political disturbances. 

In fact, profit expectations must be subject to change almost 
every day, and if, nevertheless, major disturbances do not frequently 
occur, it can only be explained through the working of the so-called 
law of large numbers. The forces which affect the economic system are 
generally individually small and enormous in number, working in 
opposite directions and thus cancelling one another. Occasionally a 
number of small influences happen to be uncompensated, or major 
disturbing forces appear, with the result that the trend of economic 
activity is changed. 

Consequently, forces disturbing profit expectations, and thereby 
economic activity, cannot, under the present order of human society, 
be avoided; and if economic stability is to be attained, it is necessary 
to eliminate or neutralize these disturbing factors. 

3, MEANS OF STABILIZATION 

The general assumption of the following discussion of means of 
stabilization is that the essentials of the present order of society should 
be preserved; these are principally: international trade, extended 
private property, numerous economic units, profit as a guide to produc¬ 
tion, existence of a wage-earning class. 

Besides these general assumptions it is convenient to discuss the 
subject under two different special assumptions, namely: {a) an inter¬ 
national monetary system, i.e. practically constant rates of exchange, 
and (i) national monetary systems, i.e. free exchange rates. 

{a) (i) The Stabilization of the Price Level 

Let us begin by discussing stabilization of the price level as a 
means of economic stabilization. It should be stated at the outset that, 
strictly speaking, there is no general price level. The existence of a 
general price level would imply that there was some force, say the 
amount of monetary income in society, which affected all prices equally; 
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if that were the case, the variation in the price level could be ascertained 
by a simple arithmetical average of the percentual change of the price 
of each individual commodity from one point of time to another, for, 
if a large number of commodities were considered, the forces affecting 
the individual prices could be expected to cancel out. 

On the other hand, if there really were a general price level in the 
above sense, it would be quite immaterial to our problem, for its 
fluctuations would not affect economic activity at all; it would only 
mean that all incomes and prices had to be multiplied by a certain 
factor, leaving the relative prices unchanged or only changed for other 
than monetary reasons. 

As all will agree, however, there is no such general price level. 
What is generally meant by the term “price level’’ is an average, based 
either on a rather small group of prices which could not at all be con¬ 
sidered representative, or on a larger group of prices, including a number 
of sub-groups of a very different behaviour such as to make an average, 
no matter how its component parts were weighted, extremely equivocal 
and perfectly useless for our problem and, I think, for any problem. 

Further, it has been pointed out time and again in recent years 
that even if there were a price level its stabilization would not mean 
economic stabilization, because variation in “productivity” would 
produce alterations in profits and consequently in the composition and 
extent of economic activity, thus initiating cumulative processes and 
causing booms and depressions. This consideration is, however, not 
very important; for, as has been said, there is no general price level. 

The prices of various commodities and services react very differently 
to changes in conditions of supply and demand and to monetary' or 
political disturbances, and it is to these differences in reaction that 
the whole interest in price changes attaches, not to the changes in 
average prices. This different velocity of reaction of the various prices 
or groups of closely related prices is of great importance to a number 
of economic problems and deserves a very detailed study. For the 
present purpose, however, prices may roughly be divided into two 
large categories, viz., on the one hand, prices with a very low velocity 
of reaction, such as wages, prices of services furnished by State or 
municipalities, prices of commodities produced by monopolistic 
organizations and prices of individualized commodities, gebundene 
prices as they are called in German; and on the other hand, prices 
with a high velocity of reaction, such as highly perishable commodities, 
bulky raw materials, etc., “freie” prices the Germans call them. 
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During a depression the free prices always fall and during a period 
of rising prosperity at least some of them always rise. If stabilization of 
prices could be used as a means of economic stabilization it must be the 
free prices which should be kept stable; for the rigid prices have a great 
tendency to keep themselves stable and yield only to great and con¬ 
tinued pressure. This is especially true when the free prices move 
downward; upward, the rigid prices are more flexible; but still they 
generally lag somewhat behind, even during an upward movement. 

As profit expectations and economic activity depend, not on an 
average of prices, but on the relation between prices, it is clear that 
if the free prices could be controlled, economic stability would be 
attained; hence the question arises: Can these prices be controlled ? 

{a) (2) Control of Free Prices by Credit Policy 

The Wicksellian theory of the relation between the rate of interest 
and the “price level,” which gradually has gained almost universal 
acceptance amongst economists in the course of the last thirty years, 
implies that by the alteration in interest rates the price level (that is, 
the level of the free prices) may be controlled. 

I have not the space for a careful criticism of that theory; I can 
only say that in my opinion it does not hold true. The Wicksellian 
ideas are very valuable in many other respects, but they give no solution 
to the question of how the level of the free prices could be controlled. 
By raising the rate of interest to a certain height it may always be 
possible to produce a fall in the free prices, although the rise in interest 
rates needed to produce that effect occasionally must be so high that 
its application is outside practical policy. This be as it may, however, 
the essence of the matter is that even if a boom is stopped by raising 
interest rates or otherwise restricting credit, economic stabilization will 
not ensue; on the contrary, a cumulative process in the opposite 
direction will follow. For on account of the rigidity of certain parts of 
the pricing system the contraction of credit will not lead to a reduction 
of the level of income or costs, but to a partial stoppage of industry, 
which in turn will cause a fall in the free prices. 

Whereas it may not be denied that a rise in the free prices could 
be checked by means of credit policy, it must be admitted that a fall 
in the free prices cannot always be checked by reducing interest rates. 
Rates of short-term loans can hardly on a commercial basis be reduced 
below I or 2 %, and the marginal profit expectations on short-term 
investments may quite well sink to a distinctly negative quantity. 
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As regards long-term investments, such as, for instance, house building, 
the prospects that a large reduction in interest rates will revive activity 
are somewhat better, but the rates on such loans, dependent as they 
are on the expectations of the development of interest rates in the 
distant future, can hardly be reduced much below what has been the 
normal rate for such loans in the past. This has been clearly demon¬ 
strated by recent experience. 

Thus the increase in money income which is a necessary condition 
for a revival of economic activity and a rise in the free prices cannot 
always be produced by banking policy. 

(a) (3) The Stabilization of Prices by Public Financial Policies 

There are, however, other means of disbursing purchasing power 
to consumers and expanding or contracting economic activity: Sub¬ 
sidies, taxes, public works, etc. 

It must be remembered, however, that under the assumption of 
this section, namely, constant rates of foreign exchange, none of the 
above means could be applied to any very large extent—^at least not in 
debtor countries—^unless they were internationally applied; for an 
expansion taking place in one country and not in the others would 
in the first place lead to a strain on the rates of foreign exchanges, 
and unless sufficient borrowings could be practised, which is not always 
the case, the expansion would be limited. In the second place, it might 
be possible to stabilize economic activity by an expansion by means 
of foreign borrowing, but not prices; for most of the free prices are 
internationally determined and therefore are dependent on the exchange 
rates. 

The stabilization of the free prices therefore presupposes a very 
close co-operation between the nations. Experience gives no indication 
of such co-operation, and I do not see any prospect of it in the future 
either. 

{a) (4) Stabilization of the Free Prices by Custom DutieSy Export 
BountieSy etc. 

A study of the tariff history of the different countries will lead to 
the result that custom duties, bounties, and other restrictions on foreign 
trade to a large extent are Kinder der Not ; they are introduced when 
prices are falling for the purpose of keeping the price fall outside of 
the frontiers of the national unit. There are exceptions, but this is the 
general rule. Thus they are rather symbols than causes of economic 
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disturbances, but it may hardly be denied that by repercussions they 
often aggravate the evil which they are intended to cure. 

The idea underlying these measures is, nevertheless, the idea of 
stabilizing the free prices. They are, however, not efficient for that 
purpose. A State may succeed in stabilizing certain prices by these 
means. Thus Germany and France for a long while did succeed fairly 
well in stabilizing the price of wheat by a combination of duties and 
bounties, but at the same time prices affecting other branches have 
been falling, and as the commodities, the prices of which have been 
kept up by the duties and bounties in one way or other, are raw material 
for other branches of production, they have probably served to further 
depress prices and economic activity. All that has been achieved is, 
in fact, that the list of fixed prices has been enlarged and thereby the 
downward pressure upon the prices remaining free has been increased. 

The realization of the object requires a system of duties and bounties 
comprising all commodities in the group of free prices, and adjusted 
in such a manner that the relation between them is retained in the 
equilibrium position. If that could be attained the depressing effects 
on international trade which rightly are ascribed to these measures 
would not necessarily ensue; they would only do so if other countries 
retaliated against them, and for such retaliations there would obviously 
be no real reason, as the international trade of the country in question 
would not be diminished on account of the measures but rather in¬ 
creased because of the greater economic activity which they were 
supposed to produce. 

The trouble is, however, that such a “solidarity” system of tariffs 
and bounties could never be devised. Further, the policy, if rational, 
implies that duties and bounties should be lowered when the free 
prices outside the borders rose to their former level, but experience 
has shown that such a reduction very seldom takes place. 

Thus it may be concluded that stabilization of prices by duties 
or bounties can hardly be attained, and, as we also had to conclude that 
the conditions for controlling the free prices by credit policy were 
absent, the stabilization of economic activity by means of price stabiliza¬ 
tion seems to be very problematic. 

(a) (5) Stabilization by Means of Increased Flexibility of Prices 

We have seen that economic stabilization can hardly be attained by 
stabilizing the free prices, and we shall therefore now discuss the 
question of economic stabilization by means of making the rigid prices 
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flexible. It is a priori clear that a certain flexibility in the rigid prices 
will serve to maintain such a relation between all prices as is necessary 
to stabilize economic activity. 

The prices in the rigid category are very numerous; they include 
wages, public charges, cartel prices, and a great variety of semi- 
monopolistic prices which could not be separately enumerated. If all 
the monopolistic organizations and individuals exercising monopolistic 
or semi-monopolistic power could be induced for this purpose to adapt 
the prices which they control to the fluctuations in the free prices, 
with a view to maintaining a constant volume of production, there can 
hardly be any question that economic stability could be attained in 
that manner. 

Such a change of policy could hardly be expected, however. In the 
first place, the machinery of these organizations is so unwieldy that 
speedy adaptation is impossible; often the prices are even bound by 
long contracts. Secondly, in the case of the trade unions there are 
certain ideological obstacles in the way of a flexible policy; on the whole, 
the task of a trade union leader is more one of mass-psychology than 
of economic calculations. As to the prices which the State directly 
controls, financial considerations prevail and make a flexible policy 
difficult. Thirdly, even if the policy is based solely on economic con¬ 
siderations, a flexible policy would not necessarily result. It would 
depend on whether such a policy would lead to higher net profit, 
smaller loss, or other economic advantages to the persons or group of 
persons whose interests are involved, and who have the power to decide. 

Economic stabilization, therefore, could hardly be brought about 
by adaptation of the rigid prices to the flexible prices except through 
public control. 

It was one of the assumptions of the present discussion that the 
essentials of the existing order of society should be retained. Does 
State control of the rigid prices conflict with this assumption ? I think 
not. The idea of letting prices and profits regulate economic activity 
obviously implies that prices are free market prices, on the whole 
formed through free competition; only under such conditions is there 
supposed to be a community of interests between the individual and 
the whole of society. It is, therefore, not inimical to the present order 
to regulate prices which are not determined by free competition; on 
the contrary, a public control of such prices seems to be the only way 
of preserving that order if great disturbances and a subsequent collapse 
of the system shall not ensue. 
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The question is, however, whether it is possible to administer 
such a control. As far as the control of private economic enterprises 
exercising monopoly or semi-monopoly power is concerned, it seems 
not impossible that they could be put under the supervision of a State 
organ which controlled their price policy. Neither ought it to involve 
insuperable difficulties to adapt the prices or charges, including the 
wages or salaries of the State employees, directly determined by the 
State or other public authorities to the purpose of maintaining economic 
equilibrium. 

The real difficulties arise in connection with a control of the wage 
policy of the trade unions. There can hardly be any doubt that these 
unions are true monopolistic organizations and that interference and 
control would be fully justified with respect to economic stabilization; 
but will it be possible in a democratic State, in which the votes of the 
wage-earning classes are a most powerful political factor.^ And even if 
that could be ignored, would it be feasible to force a large class of 
people to work under conditions which the members of the group 
themselves thought unjust ? 

I shall only put—not answer—^that question, and add that if such 
control and forced adjustment cannot be carried out, I think there is 
no hope of attaining economic stabilization under the present order of 
society and under the assumption of an international monetary system. 

(b) Means of Stabilization under the Assumption of^^Free^^ Exchange Rates 

Under this assumption there is, I think, a better prospect of attain¬ 
ing economic stability. A system of free exchange rates, i.e. a national 
monetary system, is in closer harmony with the indisputable fact that 
the world is divided up into nations, that the economic conditions of 
these States vary very considerably, and that unselfishness and close 
co-operation between them is an unrealistic assumption. It is clear 
that the smaller the States the better are the prospects of stabilizing 
the national economy under a system of free exchange rates. If the 
world were all united in one State, conditions would mainly differ 
from a state of affairs in which a large number of States are united by 
a common monetary system in the respect that a more intimate co¬ 
operation between the different economic sections would be practised. 

Recent experience has proved that to a State of very great economic 
importance like Great Britain, the alteration of the exchange rates, for 
instance, has not had the effect on internal prices which most economists 
had expected. With respect to a comparatively large number of com- 
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modities the English market was so important that sterling prices did 
not rise as a consequence of the rise in the foreign exchange rates; 
the fact that a number of other States depreciated their currency has 
also worked to cancel the effect to the individual countries. Further, 
it must be remembered that England and the other countries abandoned 
the gold standard under very peculiar circumstances; the spirit of 
commercial war was at work in every country, and most of the countries 
that abandoned the gold standard have, nevertheless, carried on a 
currency policy as though they had retained the gold standard; they 
have been trying to peg the rates of exchange, either by credit con¬ 
traction or by exchange restrictions, tariffs, bounties, and quotas. 
There has, in fact, only in few cases been a whole-hearted abandon¬ 
ment of the idea of fixed exchange rates. 

If the policy of free exchange rates had been the normal policy 
of the nations, things would probably have developed differently. The 
liberation from the obligation to maintain definite exchange rates would 
have left the national units free to expand production and credit, and 
this expansion w^ould also have led to an expansion or retention of 
international trade. 

At present there is a great fear of what has been called a com¬ 
petition in depreciation, and the States retaliate against this competition. 
They are unaware of the fact that it is not this competition that destroys 
international trade, but the retaliations against it. If the competition in 
depreciation were left to itself it would mean that the individual States 
were maintaining or increasing their economic activity and this would 
inevitably lead to a maintenance or increase in international trade. 
An increase in exports brought about by currency depreciation would, 
of course, also lead to an increase in imports; for even if an export 
surplus is needed for repayment of debt or payment of interest, any 
export over and above the amount necessary for that purpose would 
be balanced by increased imports. 

I do not think that the effect of a system of national currencies 
could be judged upon the basis of recent experience, where economic 
warfare has dominated international economic relations. 

But even if national currency systems were considered a perfectly 
normal feature of international intercourse, the effect of it would be 
the less the larger is the national unit. To small countries it would— 
and will—even under the present chaotic conditions, be of very great 
importance. 

Under such a system there would be a far better prospect than under 
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an international monetary system of stabilizing the flexible parts of the 
pricing system, the prices in question being in the main internationally 
determined. This would be true even of the large countries, because 
they would be in a position to stimulate internal economic activity 
without worrying about the exchange rates. And the smaller countries 
would, for the same reason, be able to mitigate the devastating effect 
of a general fall in the internationally determined prices by adjusting 
their rate of exchange. 

If, for instance, a heavy fall in the prices of the main exporting 
products of a country occurs, the usual course under the gold standard 
is that the deficit in the balance of transactions with foreign countries 
is covered by borrowing abroad and, if that cannot be done, credit 
contraction, with subsequent curtailment of economic activity, is 
resorted to. If the exchange rates can be altered it becomes possible not 
only to diminish the price fall but to curtail imports and encourage 
exports and, by raising prices of import and export goods, to distribute 
the burden of the unfavourable terms of trade more equally over the 
whole population, and to decrease consumption to the level which can 
be supported by the current national income, thus avoiding borrowing 
abroad for consumption purposes. 

Conversely, when the terms of trade improve, rates of foreign 
exchanges are lowered, a rise in prices is prevented, and the increase 
in national income caused by the improvement is distributed more 
evenly over the whole consuming public. 

The principal difference between a system of constant and varying 
rates of exchange is that, under the former system, the only way of 
attaining economic stability is a forced adjustment of the rigid parts 
of the price system to the flexible parts of the system. This, however, 
was shown to be very difficult, if not impossible, whereas under the 
latter system the rigid prices are allowed to follow their inherent 
tendency of being stable. 

In fact, the object of the national monetary policy should be, 
not the stabilization of exchange rates, as under the gold standard 
system, but the stabilization of economic activity and the level of 
money income. There should never be a rise or fall in wage rates, 
wages taken in the widest sense of the word. Increase in national 
income would not show itself in rising money-incomes but in lower 
cost of living, and conversely a decrease in productivity would not 
mean a fall in national money income but in higher cost of living, and 
exchange rates should be so adjusted that the employment of resources 
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is kept approximately constant. The system would, in fact, be equal 
to exchanging the gold standard for an income or, if you like, labour 
standard, and it would conform to the ideals of those who hold that 
a stable standard of value is equal to a state of affairs in which the 
monetary unit can buy, not the same amount of some combination of 
commodities, but a constant part of national income. It would, in fact, 
mean what has recently been termed the introduction of a neutral 
monetary system. 

The question is, however, whether such a scheme can be worked. 
On this question there is room for grave doubts. 

Is it, for instance, possible to control a “free” currency? Is it 
possible to control the level of incomes ? 

As to the first question there is a number of difficulties. The system 
will, of course, not necessitate fluctuating rates from day to day or week 
to week; all that the system implies is an adjustment at comparatively 
long intervals of time. Nevertheless, the fact that rates may change will 
cause speculation when such conditions develop which justify a change. 

Do the authorities have the means to cope with such speculation? 
It is clear that in order to be able to do so the monetary authority 
must have a considerable amount of foreign currency at its disposal, 
putting it in a position, if a wave of speculation sets in, although there 
is no real reason to think that a change of the rate will take place, 
to keep the rate stable in spite of the speculative demand and supply. 
In case of a tendency to capital flight proper, powers to control transfer 
of funds may be necessary. 

If there is a large degree of co-operation between central banks 
in the different countries the effect of such capital flight may easily be 
frustrated; if, as at present, there is no such co-operation, a State control 
of transfer may be necessary. 

If, on the other hand, the change in demand for foreign means of 
payment is caused by an appearance of such symptoms which, according 
to the policy adopted, would cause an alteration of the rate, it would 
seem the natural course to alter the rate immediately in order to meet 
speculation, even if it were a little earlier than had been contemplated. 

There is some reason to believe, however, that if it is the declared 
policy of the State not to allow a rise or fall in the level of money 
incomes, and if the government has power to carry through such a 
policy of stabilization of money incomes, large-scale transfers of funds 
will not occur, for such a fixation of incomes will prove an assurance 
that inflation or deflation proper will not ensue. If the level of money 
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income is kept constant, a rise in prices caused by a rise in the rates of 
foreign exchange will only curtail consumption, but cannot lead to 
a cumulative rise in prices. Conversely, a fall in the rates will not cause 
a cumulative fall in prices but an increase in consumption. 

But here we arrive at the other question: Is it possible to control 
the level of incomes ? 

If the fall in free prices is checked by raising the rates of foreign 
exchange, there is no reason why the rigid prices, including the price 
of labour, should ever fall. Experience has shown that it requires 
great pressure to produce such a fall. Wages especially have shown very 
great resistance against reductions; and if the unemployment which 
usually is caused by a fall in the free prices is prevented, there is 
absolutely no reason why there should be any tendency of wages to fall. 

In the case of rising prices the matter stands very differently; for 
wages do not show the same power of resistance to an upward pressure. 
The forces that press wages up are, however, not so much a rise in 
prices as a decrease in unemployment below what the trade unions 
consider normal. But such a decrease in unemployment is due to 
increase in prospective profits; and, as profits are affected by the rate 
of exchange, it seems possible to adjust exchange rates in such a manner 
that the demand for labour is held within such limits as will prevent 
a demand for increase in wages. Besides the adjustment of exchange 
rates, it will also be possible through credit policy to influence the 
demand for labour so as to prevent a rise in wages. 

In this connection it is worth noting that the credit policy under the 
system here described would play a more modest role than it has done 
under the gold standard system. The object of credit policy will not, 
as under the old system, be to press down the level of costs, including 
some of the most rigid prices, but only to equalize saving and investment 
or to make possible such exchange rates as are necessary to ensure 
normal employment of resources. 

There is, however, a psychological fact which is worth taking into 
consideration in connection with these questions. It is the mysterious 
power which the mere increase in money income exerts over a Western 
mind. Most people will consider themselves richer when their money 
income is increased, even if that increase is accompanied by a still larger 
increase in the price of what they have to buy for their money, than 
if money incomes and cost of living are kept unchanged, and they will 
also consider themselves poorer if money incomes are reduced, although 
perhaps the cost of living is reduced still more. Will it be possible, 
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then, to prevent a demand for higher wages although there is moderate 
unemployment? Will it not be necessary, if wage rates are to be kept 
stable, to maintain economic activity on a rather low level? Perhaps 
that is so, but, if that is the case, I know nothing better than to give to 
the State the power to control the policy of the trade unions and their 
wage policy; but that, of course, implies the same difficulties which were 
discussed in the preceding sections. I think, however, that much less 
interference will be needed than if wages should be adjusted up and 
down to correspond with the fluctuations in the free prices. 

It is not to be denied, however, that the stabilization of economic 
activity by adopting a national currency system and adjusting the rates 
of foreign exchange, with the view of keeping the free prices stable 
and the level of money income unchanged implies enormous political 
and administrative difficulties; perhaps they could not be overcome. 

As far as I can see there is, however, no other alternative than 
a system of fixed exchange rates combined with a control of mono¬ 
polistic prices, especially wages, implying a compulsory reduction or 
rise according as circumstances require, or a system of free exchange 
rates and constant level of money income. If it should be concluded 
that both of these policies are Utopian, it is in my opinion equal to 
the conclusion that economic stabilization is Utopian. 

The recurrent periods of booms and depressions are due to the 
different velocity of reactions of the various parts of the pricing system; 
and, if that difference cannot be eliminated, the instability of economic 
activity will continue. 

A third alternative is the replacement of the fundamental principles 
of the existing order of society by a complete system of compulsory 
economy on the Russian model; that, however, raises a number of 
questions which are outside the scope of this article. 
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THE CONCEPT STANDARD OF LIFE 

HUGO E. PIPPING, Swedish School of Economics^ Helsingfors 

The definitions of the concept standard of life (or living)* are number- 
less.f One of the simplest is that of N. H. Cornish: “The standard of 
living represents the number and character of wants customarily 
satisfied.This definition seems at the same time too limited and 
too vague and, at any rate, in need of further explanation. In the present 
paper an attempt is made to give the concept a more precise character, 
and besides that to give it a wider sense. The main points of view 
considered may be enumerated as follows: 

1. The influence of environment (class or group) upon the standard. 

2. Ideal or actual standard. 

3. Standard and size of family. 

4. The concepts of a minimum standard and a standard of efficiency. 

5. Leisure as part of the standard. 

6. The durability of the standard. 

7. How the standard changes and is measured. 

The following is a brief examination of the points of view enumerated 
above. 

I. It is evident that the concept standard of life must be referred 
to a class or group, or, possibly, in a wider sense, as an average of 
averages, to a whole nation. This quality of the concept has been 
pointed out, e.g., by Dorothy Douglas§ and W. Y. Sumner,|| the latter 
giving the following definition: “The measure of decency and suit¬ 
ability in material comfort (diet, dress, dwelling, etc.) which is traditional 
and habitual to a sub-group.” In a similar way E. E. Hoyt writes: 
“Standards of living are standards of status, of goods and services 
required to maintain a certain position as a member of a class, standards 
of the needs of status.”^] The problem of whether economic circum¬ 
stances have played an independent role in the origin of classes may 

* I prefer the expression “standard of life’* to “standard of living.** Cf. J. A. 
Hobson, Wealth and Life^ p. xxi. 

t See the summaries by J. H. S. Bossard, Problems of Social Well-being^ 
pp. 43 et seq., and by M. B. Hexter, Implications of a Standard of Livings in 
American Journal of Sociology^ vol. 22, pp. 215 et seq. 

X See Bossard, op. cit. § Ibid. II See Hexter, op. cit. 

if E. E. Hoyt, Primitive Trade^ p, 112. 
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here be omitted. The fact remains that different classes or groups exist, 
with different material resources and different customs and traditions. 

During a period these classes or groups arc incessantly changing, 
but in the first place everybody entering a society as a member will 
find out and feel the inflexible and binding power of its prevailing rules 
and customs. J. W. Angell finds it characteristic that human wants 
are largely “predetermined.” “They are based,” he says, “on an 
accepted prior standard of consumption. Now it is, of course, true 
that the individual makes the group and that the group makes the 
standard. But any one individual usually finds the standard already 
made for him.”* * * § And G. B. Dibblee assures us that even “the obvious 
superfluities . . . take up a much larger part of the annual expenditure 
of the middle and upper classes than any of us would care to admit. 
Half the furniture of any house is mere mimicry of other establish¬ 
ments whose use is in display without beauty or comfort. Half the 
clothing of either children or adult is dictated by fashion and discarded 
before consumption.”f 

It may remain an open question whether and to what extent technical 
progress and the livelier communication between classes and peoples 
have caused a more widespread standardization. On the one hand, 
the monotonous life in a primitive society does not allow many varia¬ 
tions, although the differences between different societies may be 
great enough; on the other hand, the standards in our days become 
more like each other over the whole world, from the Cape to San 
Prancisco. “The growth of culture is a cumulative sequence of 
habituation. 

Undoubtedly increasing knowledge in a way releases the individual 
from the domination of standards. Lack of information leads A to 
imitate the w^ay of living of B, even if it does not suit him. But, on the 
other hand, increasing and more widespread knowledge, for example, 
of diseases and their causes, of food and its nutritive value, is accom¬ 
panied by more standardized customs. Increased knowledge allows 
a more “consciously planned action”§ of the individual, and the more 

• J. W. Angell, Consumers" Demand^ in Quarterly Journal of Economics, vol. 39, 

p. 587. 

t G. B. Dibblee, The Laws of Supply and Demand, p. 24. Cf. H. W. Stuart, 
The Hedonistic Interpretation of Subjective Value, in Journal of Political Economy, 
vol. 4, p. 67. 

{ Th. Veblen, The Limitations of Marginal Utility, in Journal of Political 
Economy, vol. 17, p. 628. 

§ F. H. Knight, Risk, Uncertainty and Profit, p. 60. 
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actions are planned, the more the way of living may be standardized. 
To this extent scientific progress has given man stricter and stricter 
dictates. 

The dominating influence of standards has been attested by many 
authors and by daily experience. Men’s strivings are not directed 
towards nourishment, shelter, etc.; what they desire of these things 
is the conventional kinds and amounts. “Men of one sociological group 
will starve and freeze before they will adopt the ordinary diet and garb 
of other groups.”* * * § One’s standard, or better the standard of one’s 
group, nobody will give up;f its binding power is similar to that of 
legal or moral codes.J 

When difficulties arise in maintaining the standard, one limits 
oneself to preserving its visible marks. Lujo Brentano mentions as an 
example hereof Italian noble families who freeze and starve in their 
palaces, the only signs of their former standard.§ In the lower classes 
living closely together, it is more difficult to keep out the indiscreet 
eyes of the next-door people, but in their circles we also find proofs 
of brave minds “keeping up their position.” 

2. It has been suggested that the determining factor in standards 
should be, not the way an individual lives, but his conception of the 
way he wishes to live (“the embodiment of his desires”).|| Standards 
are thus explained not as actual but as ideal. W. C. Waite makes, 
according to Hazel Kyrk, a distinction between the “level of consump¬ 
tion” (==“the actual way of living”) and the “standard of living,” 
which “is not the best imaginable way of living, but . . . the way which 
people feel is incumbent upon them to realize and without the attain¬ 
ment of which they will be oppressed by a feeling of dissatisfaction.”^ 
Talcen strictly, every conception of a standard is ideal, in so far as 
every realization of a fixed end is in some respects unsatisfactory. The 
standard in a class or group varies individually; there are always 
deviations from the average. But still we are entitled to say that the 
average standard towards which the members of a group, consciously 

* F. H. Knight, Ethics and the Economic Interpretation^ in Quarterly Journal of 
Economics, vol. 36, p. 463. 

t Ezra Bowen, A Hypothesis of Population Growth, p. 104. 

X Hazel Kyrk, A Theory of Consumption, p. 171. 

§ L. Brentano, Versuch einer Theorie der Bediirfnisse, reprinted in his book 
Konkrete Grundbedingungen der Volkswirtschaft, p. 130. 

II J. H. S. Bossard, Problems of Social Well-being, p. 43. 

H W. C. Waite, Economics of Consumption, pp. 116 et seq. 


507 



ECONOMIC ESSAYS IN HONOUR OF GUSTAV CASSEL 

or unconsciously, are striving and about which the individuaFs way of 
living is oscillating, is real, actual, not ideal. “In short, standards . . . 
must ... be taken as the actual, not the ideal.”* 

If we further say that “it is only possible to build upon foundations 
that exist,”! it is not at all irreconcilable herewith that individuals 
aspire to higher classes with better standards or that a whole class 
strives to enlarge its standard. Whether a rapid circulation from class 
to class takes place or a moving upward of all classes, the inclinations 
are generally in the direction of the “next social grade,”! of the habits 
and customs of “people slightly above them in the income-scale,”§ 
which means that “actual” standards also become the pilot stars when 
standards are progressing. 

The fact that standards can be conceived only as actual or real 
does not exclude our knowledge of the prevailing standards being very 
defective. For the purpose of examining standards and their classifi¬ 
cation, far more and better statistical and social investigations are 
required than those actually available. 

3. The size of the family is so closely connected with the standard 
of life that there are definitions such as R. T. Ely’s: “The number and 
character of wants which a man considers more important than marriage 
and family constitute his ‘standard of life.’ ”|| A cognate formulation is 
that of H. P. Fairchild: “the average amount of necessaries, comforts 
and luxuries enjoyed by the typical family in that group. 

Regarding Ely’s definition, it may be remarked that in fact marriage 
in many cases is part of the standard itself, not only among primitive 
peoples for whom marriage is obligatory, but in many places among 
farmers, etc. In such cases regard can be taken to the economic position 
mainly in the postponement of the marriage. Further, it cannot be 
taken for granted that the standard of the man himself is the decisive 
point. I am rather inclined to believe that the economic doubts of 
a man in love concern far more the future standard of his wife and 

* N. Dearie, The Cost of Living^ p. 37- 
t N. Dearie, op. cit., p. 37. 

{ Hazel Kyrk, A Theory of Consumption^ p. 261. 

§ D. H. Robertson, A Study of Industrial Fluctuation^ p. 135. 

II R. T. Ely, Outlines of Economics (1900), p. 181. A similar definition by 
T. N. Carver, Thrift and the Standard of Livings in Journal of Political 
Economy^ vol. 28, p. 784, reprinted in his book. The Economy of Human Energy^ 
P. 35. 

H H. P. Fairchild, Outlines of Applied Sociology, cited by J. H. S. Bossard, 
Problems of Social Well-being, p. 43. 
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his descendants than that of himself. The marriage is postponed 
and (or) the number of children limited until the parents know that 
they are able to give a child or several children the education necessary 
to maintain their former standard or to attain a better one. This point 
of view is closely connected with the circumstance observed below 
that a certain degree of durability—perhaps through several genera¬ 
tions—is implied in the concept standard of life. 

We may be allowed to suppose that a general accommodation to 
available resources and claims to certain standards have taken place 
when customs concerning the size of the family arise. But the arising 
of “typical” families (e.g. of the two-children system) is in the first 
place dependent upon the existence of customs, which means that an 
average-sized family becomes part of the standard and not that the 
number of children are determined by the desired standard. And even 
if there is an “average family” it may be observed that there can be no 
“normal family,” as Alexander Gray points out. “All families should 
begin with no children under the age of sixteen, and do end at the same 
figure, but between the beginning and the end they may pass through 
many stages. There can thus be no measure of the normal needs of 
the normal family, since the needs of the normal family are subject 
to a process of expansion and contraction.”* 

Summing up, I am inclined to look upon marriage and children as 
ingredients in the standard of life, instead of the standard as deter¬ 
mining the size of the family. 

4. By several authors the standard of life has been defined as 
a minimum standard or a standard of efficiency. So, e.g., J. L. Gillin 
gives the following definition of a standard of living: “the minimum 
below which the consumption of the family must not fall, if that family 
is to function properly as an independent and useful group in the 
community. It is the measure of consumption which supplies enough 
to enable each individual in that family to sustain himself in health 
and efficiency as producer, and to be independent of the help of others.”! 
And N. Dearie states “that there is, for each rank of industry . . ., an 
income that is necessary for merely sustaining its members, while there 
is another and larger income which is necessary for keeping it in full 
efficiency.”! 

• A. Gray, Family Endowment, p. 13. 

t J. L. Gillin, Poverty and Dependency, cited by J. H. S. Bossard, Problems of 
Social Well-being, p. 43. 

X N, Dearie, The Cost of Living, p. 15. 
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The first concept, that of a minimum standard, belongs to the 
category of “ideal” standards, which are not standards at all. There 
are apparently actual standards which do not include all commodities 
that are commonly looked upon as necessary. The fact is regrettable, 
but still undeniable, and it would be unreal not to take into account 
such poor ways of living as represent standards for wide circles of 
the population. 

But what does “necessary” mean? Necessary to maintain what? 
In the first place the only object can be to maintain a standard of 
efficiency. But, again, efficiency for what purpose? The only answer 
can be: to maintain efficiency for a certain kind of labour, different in 
different professions. But still the efficiency is, in the first place, a 
function of the standard,* * * § and not the standard determined by the 
efficiency “needed.” If greater efficiency is required it takes a good 
deal of time before the standard changes and becomes accommodated 
to it, and the result attained can after all never be the best, taken 
absolutely (a maximum), but only relatively to the given resources and 
the economic scheme as a whole. 

Further, efficiency is determined not only by physiological factors, 
which confirms the supposition that efficiency is a function of the 
standard. R. C. Chapin points out the role played by the “conditions 
under which it (the income) is earned, economic and social environ¬ 
ment.”f E. T. Devine assigns still more items to the standard: “that 
spiritual atmosphere, that indefinable force, compounded of income 
and what we buy with it, ideals and tastes and the environment provided 
by our fellows, which is something more than the sum of its parts.” J 

These mental factors become within a short time “a part of life,”§ 
part of the standard, and thus necessary for the performing of the 
amount and kind of labour in the group. According to T. N. Carver, 
the consciousness of working in less satisfactory circumstances than 
other people (with inferior kinds of tools, machines, etc.) tends to 
reduce the capacity for work.|| Thanks to the modern means of com¬ 
munication, the knowledge of various working conditions is easily 

• T. Parsons, Wants and Activities in Marshall^ in Quarterly Journal of 

Economics^ vol. 46, p. 120. 

t R. C. Chapin, The Standard of Living among Workingmen's Families in 
New York City^ P-255. Uf. P. H. Nystrom, Economic Principles of Consumption^ 
p. 246, and F. C. Benham, Economic Welfare, in Economica, vol. 10, p. 181. 
t E. T. Devine, Normal Life, p. 157. 

§ N. Dearie, The Cost of Living, p. 16. 

II T. N. Carver, Principles of National Economy, p. 579. 
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spread over large distances. Thus actual standards in one part of a 
country or of the world may determine standards in other parts and 
determine the standard necessary to maintain efficiency, and thus 
efficiency becomes a function of the standard. 

Consequently the traditional classification into necessaries, com¬ 
forts, and luxuries becomes highly arbitrary; they are almost equal parts 
in the standard, but what is part of one standard may be an accidental 
item of luxury in another. “It is well, however,” according to Professor 
Carver, “to be rather liberal in our ideas as to what is necessary in 
order to maintain a man’s working capacity,”* or, in other words, 
to be exacting in relation to standards. 

As a matter of fact society has taken steps to maintain minimum 
requirements in the case of dwellings, quality of food, etc., of all 
classes or groups. It is true that such statutes concern the producer 
or seller, but their object is to prevent the consumer from falling to 
a standard which at the time is considered to be injurious. The efficacy 
of such prescribed minima is often perfect, but it is out of the question 
to speak of them as a standard before they are generally accepted and 
realized. Consequently the standard of life cannot be defined as a 
desired minimum standard. And since the efficiency is a function of 
the standard itself, it is impossible to define standard of life as a standard 
of efficiency. The minimum standards and the standards of efficiency 
belong to the “ideal” standards, the suitability of which for our purpose 
has been already criticized. 

5. In the preceding paragraph it was shown that non-physiological factors 
(e.g. working conditions) are also to be counted as part of standards. 
Among these conditions leisure may be put under a special heading. 

Leisure is apparently not identical with idleness. A certain amount 
of leisure is required in order to remove bodily fatigue, to take in and 
digest food, and, on the whole, to realize the consumption belonging to 
the standard. Further, leisure is required for the sake of marriage, 
education of children, etc. The amount of leisure available plays 
undoubtedly a prominent part in our judging of the standards. It is 
true that in some cases it may be fashionable not to have much time 
to spare, but usually the amount of leisure is a visible measure of the 
height of the standard. 

It is not, however, an easy task to fit leisure into the standard. 
As E. T. Devine points out, “we may standardize the amount of leisure 
• T. N. Carver, Principles of National Economy^ p. 577. 
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time which the worker shall regularly have at his disposal, but not 
the use which he shall make of his leisure.”* 

The variations possible in making use of leisure time are theoretically 
numberless. But in fact there is a rather narrow margin of variation 
within the community. “The choice is as a rule limited to the things 
on sale, and among the things on sale, to those of which they can obtain 
information through the market. . . . But this freedom is in the greater 
majority of cases without practical effect,” R. G. Hawtrey continues.f 
There is no need here to reiterate the arguments exposed above 
concerning the dominance of custom. It may only be pointed out once 
more that the binding power of social influence is not limited to 
“necessaries,” but that it also includes the using of the leisure time for 
various purposes. There are numberless shops and various prices, 
but when one has entered a shop—even the choice of shops is limited 
by distance—and has answered the question, e.g. what price tie is 
wanted, there remain only few possibilities of individual choice. 

The problem of the position of leisure in standards involves other 
questions of importance. The amount of labour used has been described 
as a sacrifice in attaining the desired result, and economic action (or 
leisure) as a calculation of labour versus leisure, and, further, of the 
combination labour-leisure versus result. 

Unfortunately, the many questions that arise in this connection 
can be touched upon only in brief. 

It has been pointed out by several authors that individuals are 
influenced by reflexes, impulses, instincts, environment, and that they 
lack the calculating power. J That may be true in many respects, but is, 
however, false from the economic point of view. It can hardly be 
denied that rationality is implied in the very concept “economic 
action,” or, at any rate, that rationality is “one principal criterion of 
the abstract type of action called ‘economic.’ ”§ And, further, the 
economic sphere can hardly be separated from the non-economic. 
“All ends and motives are economic in that they require the use of 
objective resources in their realization. ... In so far as the ends are 
viewed as given, as data, then all activity is economic.”|| 

* E. T. Devine, Social Work^ p. 55. 
t R. G. Hawtrey, The Economic Prohlemy pp. zoz et seq. 

} See Z. C. Dickinson, Economic Motives, pp. 109 et seq. 

§ T. Parsons, Wants and Activities in Marshall, in Quarterly Journal of 
Economics, vol. 46, p. 105, 

II F. H. Knight, Ethics and the Economic Interpretation, ibid., vol. 36, 
pp. 472 et seq. 
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To the calculus of labour versus leisure it has been objected that 
labour may be pleasurable and leisure tedious.* I do not find this 
remark very pertinent. Every kind of labour must sooner or later be 
accompanied by fatigue and feelings of pain. The point seems to 
be that different individuals and different occupations have different 
scales, but the existence of labour painj* cannot be denied. These scales 
are determined not only by physical or physiological, but also by mental 
and social factors, in the main just by customary standards. 

Especially if we consider labour-leisure versus the results or ends, 
we must admit the hegemony of customary standards. Only in a few 
cases can we measure, exactly and totally, the effectiveness of labour 
(and leisure) by results. Further, the “economic law,” as Knut Wicksell 
has shown, is impossible to formulate in such a way that we strive to 
get a maximum of results with a minimum of effort. The only logical 
formulation is either to get a maximum result with the given means 
or to get a given result with a minimum of effort. J But since the resources 
as well as the ends are incessantly changing and to a large extent inter¬ 
dependent, scarcely any of them can be taken as given. The starting- 
point must thus be combinations of labour-leisure-results, customarily 
approved and standardized.§ 

It is true that individuals can and do weigh the sacrifice of labour 
(or enjoyment of leisure) against the desired results (or dissatisfactions). 
But still, as a rule, we may question whether the man in the street has 
the opportunity of making such a choice. The maintaining of a standard 
in a given society and a given occupation requires a certain amount of 
effort. The combination labour-leisure-result is commonly given, not 
chosen. To the farmer the labour is a part of his consumption.|| The only 
choice possible is that between the different occupations, and even in 
that respect the choice, as is well known, is not always free. The 
* W. Keilhau, Die Wertungslehre^ p. 149. 

t The terminology of pleasure and pain (or unpleasure) may be used in spite 
of its defectiveness. The terms are, in fact, better than their reputation, in that 
the attaining of ends is accompanied by feelings of pleasure and vice versa. 
See A. H. B. Allen, Pleasure and Instinct^ p. 273; Z. C. Dickinson, The Relations 
of Recent Psychological Developments to Economic Theory, in Quarterly Journal 
of Economics, vol. 33, pp. 396 et seq.; H. W. Stuart, The Hedonistic Interpretation 
of Subjective Value, in Journal of Political Economy, vol. 4, p. 70. Cf. also 
E. Westermarck, Ethical Relativity, p. 261. I hope to be able to give more 
details in another place. 

t K. Wicksell, Fdreldsningar i nationalekonomi, 1928, i, p. 2. 

§ Cf. A. Marshall, Principles of Economics, 1920, p. 689, about “the standard 
of activities adjusted to wants.** 

II S. N. Patten, The Consumption of Wealth, p. 40. 
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individual cannot possibly at every moment work through all the 
necessary calculations; he can only choose or pursue the different 
standards, accessible in the different occupations. 

Whether we may look upon the given standard combinations of 
labour and leisure as results of long period calculations which reflect 
averages counterbalanced by human experiences of pleasure and pain 
may be left to the psychologists. The economist needs numerical facts 
and can get them only by the study of actual standards. 

A consequence of the reasoning above is that the concept standard 
of life conceived solely as a standard of consumption is too limited. 
In consequence of the prevailing interdependence between labour, 
leisure, and results, the standard of consumption must be a part of 
the standard of life as a whole. I agree with A. B. Wolfe, who writes: 
“Standard of living, contrary to the conception of most writers on the 
subject, is a matter not only of the amount and kind of goods and 
services consumed but of the kind and amount of labour and other 
sacrifice involved in their production.*^’*' 

6. Miss Kyrk has observed that “by the marginal theorist’s analysis 
consumption is a process practically timeless or spaceless.”! As Alfred 
Marshall expressly points out, he does not “suppose time to be allowed 
for any alteration in the character of tastes of man himself. . . . For 
in such cases our observations range over some period of time (italics 
mine); and the man is not the same at the beginning as at the end 
of it.”! 

On the other hand, W. Stanley Jevons illustrates the problem of 
the “distribution of a commodity in time” by the case of a vessel at 
sea “which is insufficiently victualled for the probable length of the 
voyage to the nearest port.”§ And Gunnar Myrdal, in mentioning that the 
degree of satiety does not concern only a momentary calculus of happi¬ 
ness, declares that the difficulties are not of a fundamental character, 
but may be solved by the aid of higher mathematical analysis.|| 

But the problem is, after all, in my opinion, not so simple. It seems 

• A. B. Wolfe, On the Content of Welfare^ in American Economic Reviewy vol. 21, 
p. 210. Cf. Hazel Kyrk, A Theory of Consumptiony p. 226: “Expenditure and 
leisure are incorporated into standards of living as ends in themselves, as 
symbols of caste, rather than as means or opportunities.*’ 
t Hazel Kyrk, A Theory of Consumptiony p. 18. 

{ A. Marshall, Principles of Economicsy 1920, p. 94. 

§ W. St. Jevons, Theory of Political Economyy pp. 71 et seq. 

11 G. Myrdal, Vetenskap och politik i nationalekonomieny p. 134 (German ed. 

1932). 
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evident that our valuations are “largely future in their nature**^ or 
“anticipations.*'! Practically there always elapses time between the 
moment of buying or producing and that of consumption or enjoyment. 
Now, as far as I can see, the concept of want does not include the 
time-factor. Wants may be recurrent or concern future satisfactions, 
but can still only be referred to actual feelings and impulses. If time 
is to be considered, we must suppose a planned programme which 
may be individual but in practice must become a customary standard. 
Vice versa, a standard is no standard at all unless it is extended over 
a certain period. A man who accidentally has earned, say, ten thousand 
pounds, and during a few weeks lives up to this sum, has not reached 
the standard of a millionaire even if he has imitated the millionaire's 
way of living. The character of durability indicative of the concept 
of a standard becomes clear also when considering that customs and 
habits—^the main characteristics of a standard—could not possibly 
have become what they are, if they had not been developed during 
a certain period of time. 

The time period which is to be taken into account when standards 
are formed is arbitrary. The first necessity is to get a job of some kind, 
the second to secure the paying of the expenses between pay-days. 
Further, money must be saved for greater payments during the budget 
year (rents, taxes, etc.). 

But the conception of a standard must not be limited to the period 
of a year; it may contain periods of the life of an individual or of genera¬ 
tions. E. T. Devine characterizes the standard in the following way: 
“It is necessary to follow their (the families') fortunes through an 
entire generation, or, what is equivalent, to consider the position of the 
children, the middle-aged, and those of advanced years in the household 
economy. We must find out what happens in sickness, in hard times, 
and at times when there is a distinct reversal in the family fortunes. 
The family is on the right side of support only when, one year after 
another in hard times as well as in periods of prosperity, they are able 
to remain independent."! How difficult it is to maintain a consistent 
standard is clearly seen from B. S. Rowntree's picture of the dismal 
situation of the British workman during different periods of his life.§ 

• G. B. Dibblee, The Lazos of Supply and Demand^ p. 43. 
t I. Fisher, The Theory of Interest^ p. 14. 

t E. T. Devine, Principles of Reliefs cited by J. H. S. Bossard, Problems of 
Social Well-being^ P- 79 * 

^ B. S. Rowntree, Poverty^ p. 136. 
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The unceasing expansion and contraction on account of the age of the 
members of the family represents, as already mentioned, a serious 
difficulty. The difficulties of maintaining the standard (or of raising it) 
increase the lower it is. 

Planning for a long time, a standard maintained through genera¬ 
tions, is commonly possible only when the capacity for saving is present. 
Saving is, as is well known, defined as the sacrifice at the present time 
for the sake of the future. Apparently the custom of and variation in 
saving are nearly related to the opinions of the standard of life and its 
maintenance over a long period.* 

7. When we ask how standards change, the question may be divided 
into subsections. First, how standards change in the same group; 
secondly, how the relative height of the different standards changes; 
thirdly, how individuals move from one class, group, or standard 
to another. 

The change of standards in a group (or in all groups) is commonly 
due to technical progress (or vice versa), to political and educational 
circumstances, etc. It may be observed that the real income is dependent 
not only upon the money income and its purchasing power, but also 
upon the disposal of the income; here the customary standard of 
consumption plays a prominent part. 

Parallel with the progressive (or regressive) changes, the relative 
height of the standards may change. Classes or groups may arise or 
disappear and their importance change relatively as well as their 
standards. In a short time these changes are hardly noticed, but after 
a long period they may be considerable. Such structural alterations 
often appear in combination with progressive (or regressive) changes. 

That individuals move from one standard to another may be 
wholly due to individual activity or genius, but in certain periods the 
moving force in the direction of certain classes or groups is more 
noticeable, especially in times of rising standards in the whole society. 

These and other dynamic forces working in the standards can 
here only be alluded to. But the question presents itself. How can 
standards be measured? What is a high standard, and what a low, 
or, rather, what is a higher and what a lower standard ? 

The answer must, in brief, be that the height of standards is arbitrary 
and dependent upon the judgments or valuations of the society. Different 
groups have different standards which arrange themselves in a scale, 
* Cf. T. N. Carver, The Economy of Human Energy^ p. 36. 
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not wholly in accordance with the size of the income earned, but also 
to some extent according to the social estimation of education, artistic 
skill, etc. In the long run, however, these mental advantages must be 
accompanied by corresponding incomes, unless a proletarization of the 
class is to follow. 

If we succeed in sociologically determining the different groups or 
classes, it is a comparatively easy task to measure, not the absolute 
height of standards (which seems impossible), but their relative height. 
Every standard contains items (utilities or services) measurable quanti¬ 
tatively or in money which can be gauged either in absolute terms or 
according to the proportion in which they are represented in the 
different standards. 

There are apparently also psychological factors which determine 
the origin and change of standards,* but the standards once given, 
the economist has only to reckon with numbers and quantities. In 
that respect the use of standards of life as the starting-point of economic 
theory has a great advantage over the usual and largely unsuccessful 
attempts to base that theory upon hypotheses of w^ants and their 
satisfaction.f It would be a step further in the direction indicated by 
Professor CasselJ if the psychologizing theories of wants were to be 
given up by the economists and left to the psychologists. If economic 
thinking were based instead upon available facts about standards and 
their composition (as the starting-point), that w ould not mean a denial 
of the fact that psychological forces and reactions are ultimately im¬ 
portant, if not the most potent, agents in human (economic) life. But 
since the psychological factors are already reflected in the concept 
standard of life, there is no special need to take them into account, 
if we can only get satisfactory information about standards.§ The 

* Thus far—concerning the origin and changes of standards—Hazel Kyrk is 
right in saying that “a standard of living is a psychical fact”; A Theory of 
Consumption^ p. 175. Cf. as to the vagueness of the concept of a “psychic” 
income, G. W. Terborgh, Psychic Income, Total Utility, and Consumer's 
Surplus, in American Economic Review, vol. 18, p. 75. 

t Unfortunately lack of space does not allow me to criticize the theories 
about wants and their satisfaction as the starting-point of economic theory. 
The important arguments in G. Myrdal, Vetenskap och politik i national- 
ekonomien, may, however, be referred to. 

i G. Cassel, Theoretische Sozialdkonomie (1927), p. 69 and passim. 

§ Almost the same idea is formulated by G. Cassel, op. cit., p. 7, as follows; 
“Ganz besonders hat sie (die Wirtschaftswissenschaft) die Bediirfnisse mit ihren 
verschiedenen Intensitaten, so wie sie im wirklichen Leben hervortreten, einfach 
alsgegeben zu hetrachten" (Italics mine). In my opinion it is simpler and from all 
points of view more correct to let the “given \vants” be represented by standards. 
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using of the standard of life as a starting-point in economic theory 
would also be consistent with the everyday way of reasoning, in which 
standards play a prominent part. 


SUMMARY 

1, The standard of life represents a customary way of living, dependent 
upon the social influence of the class or group. 

2. Standards of life can be illustrated and defined only by examining 
the actual standards. 



3. The size of the family is rather part of the standard than the 
cause of its height. 

4. Standards of life cannot be taken as minimum standards or as 
standards of efficiency, because the ends of economic action are relative 
and interdependent with the resources. 

5. The proportions between labour and leisure are usually given 
in the standards, for which reason leisure becomes a part of the standard. 

6. Standards of life must extend themselves over periods of life 
or generations; otherwise they are not standards at all. 

7. Standards may change absolutely and relatively, but once given 
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they can be measured relatively to each other according to their com¬ 
position. The use of standards of life as a starting-point of economic 
thinking would be a great advantage over the usual concepts of wants 
and their satisfaction. 

Used for the purpose mentioned above the concept standard of 
life must be extended and not taken in the usual sense as merely a 
standard of consumption. I sum up with an attempt to illustrate the 
widened concept standard of life by the diagram on page 518, which, 
I think, is clearer than a complex definition. 

Lastly, I may add that this paper is to be looked upon as an intro¬ 
ductory communication, and that some of its defects may be referred 
to the necessity for condensation. As has already been pointed out, 
I hope in the future to be able to explain these ideas more in detail in 
another place. 
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I LEGAMI INTERNAZIONALI NEI PREZZI TRA 
PAESI CON O SENZA TIPO AUREO 


VINCENT PORRI, R, Istituto Superiore di Scienze Economiche 
e Commerciali, Torino 


I. La difficolta constatate nel funzionamento del tipo aureo hanno 
ormai indotto quasi tutti gli stati del mondo ad abbandonarlo, sia pure 
attraverso a formule eufemistiche di “sospensione” o di “embargo’’ 
temporaneo sull’oro. I pochissimi paesi rimasti fedeli al dogma della 
convertibilita,* I’hanno circondata pur essi di tali restrizioni da lasciar 
pensare che sia ormai aperta la via ad un sistema monetario privo di 
base metallica, in cui I’oro avrebbe il solo compito di facilitare il 
saldo degli spareggi tcmporanei nella bilancia dei pagamenti interna- 
zionali. 

Infatti, per un ritorno al metodo alternativo, il tipo aureo, con 
garanzia di vederlo reggere in modo durevole, occorrerebbero troppe 
premesse complicate e gravose per confidare di riunirle presto, 
{a) Rinuncia da parte dei vari paesi a tenere in patria, in riserva, 
dell’oro “libero,” al di sopra cioe della quota che la legge o la con- 
suetuine fissano come limite. E I’eccesso potrebbe venir concentrato 
in una localita unica, per esempio presso la “Banca dei regolamenti 
internazionali,” alio scopo di servire quale comune massa di manovra.f 
(A) Introduzione del controllo rigoroso sui biglictti, per adeguarli auto- 
maticamente alle modifiche nello stock aureo, si da mantener fermo il 
rapporto del 33 oppure del 40 oppure del 50 % tra metallo e carta 
fiduciaria, del nono tra questa e le aperture di credito date dalle banche 
ordinarie, con perfetta neutralita da parte di chi svolge la politica 

* Dal 19 aprile 1933 non vi restano che Italia, Belgio, Francia, Olanda con 
le sue colonie indiane, Polonia, Danzica, Albania, Guatemala, Filippine. In 
tutti gli altri stati si ^ ricorso almeno al controllo del cambio: le quotazioni 
restarono inoltre al disotto della parita in alcuni paesi, come in Italia dal 
sett. 1931 al giugno 1933 in lieve misura, dall* i al 3 %. {Bulletin mensuel de 
statistiquCf Geneve, aprile 1933, p. 179, quadro xiv, a; Tableau synoptique de 
dates importantes.) 

t Col conservare oro al di la del fabbisogno, sc ne toglie al res to del mondo, 
c si provoca una relativa scarsitk in alcuni paesi, marginal! a tutti gli altri; 
appunto questi, ha dimostrato J. Kitkin {The World's Gold Reserves and 
Commodity Pricesy The Economist, London, supplement 21 gen. 1933) trasci- 
nano il resto del mondo al loro livello di prezzi. Ottimo esame delle difHcoltk 
implicite con il tipo aureo danno il Viner ed il Williams in: Gold and Monetary 
Stabilization (Chicago, 1932). 

R* 
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monetaria.* (c) Garanzia che in nessun paese si emaneranno leggi per 
vietare sia Tingresso come T^sodo di oro o di capitali, oppure si intro- 
durranno dazi e norme sanitarie, e controlli alle divise, nuovi oppure 
inaspriti in confronto al passato, ad intralcio del passaggio dei beni. 

Attendere tutte queste rinunce contemporanee da parecchie decine 
di stati, in cui predomina la gente pervasa da stimoli e sensibiliti 
nazionalistici, e utopia. Non si riusci nemmeno a mantenere per piu 
di sette od otto anni gli accordi stipulati a Genova nel 1921; contro 
il tipo del cambio aureo, dal 1928 si moltiplicano le accuse, per la 
solidariet^ che impone. I paesi che lo ripudiano sono piu numerosi 
degli altri rimastigli fedeli; dal massimo di riserva tenuta sotto forma 
di divise estere in sostituzione dell’oro toccato con 15,2 miliardi di 
marchi per i principali stati del mondo tra il 1926 e la fine del 1930, 
si discese fino a dimezzare le cifre nei due ultimi anni, anzi ancor 
pifi gifi con 7,35 nel dicembre dello scorto anno.f Alle proposte messe 
avanti dal Keynes per un accordo di vasta portata, con emissioni di 
titoli internazionali da distribuire in quote tra le varie banche centrali,J 
Teco benevola e ben scarsa, mentre si ricercano i vantaggi locali, da 
ottenersi con una condotta monetaria propria, divergente da quella 
collettiva concordata. Come mai allora nolle riunioni di Ginevra e 
Basilea, persino a Washington a pochi giorni di distanza dairabbandono 
del tipo aureo, si rinnovano le promesse di rapido ritorno, le genu- 
flessioni come ad un sacro assioma, ma senza riaffermare i vincoli 
impliciti al sistema? Cerchiamo di esaminarne quelli accennati al 
punto (c), 

2. Che il sistema basato sulForo esiga anche regime di liberismo 
economico, di illimitato passaggio da uno stato airaltro delle persone 
capitali ed imprese, appena tra i sistemi nazionali dei prezzi-legati tra 
di loro, e sostanzialmente omogenei-sorgano delle modifiche, era 
implicito nel corollario di Ricardo al teorema di David Hume.§ 
Ricordiamolo: ai cambiamenti in alcuni dei prezzi in un paese non 
seguono solo delle alterazioni nei vari consumi (complementari tra di 

* Evitando che Toro si tesaurizzi, non si h risolto ancora il problema: in 
Francia pare lo facciano anche con i biglietti, in tal misura che qualcuno dice 
persino si arrivi a trenta miliardi di franchi. Dunque il problema non sarebbe 
risolto nemmeno cosl, chfe i biglietti tolti al giro non influiscono piii sul 
livello dei prezzi. 

t Gold- und Devisenbestdnde der Welt im Jahre 1932 {Wirtschaft und Statistik, 
Berlin, i marzo 1933, pp. 130-33)* 

t John Maynard Keynes, The Means to Prosperity (London, 1933). 

§ L’attribuzione 6 stata riaffermata da J. W. Angell, The Theory of Inter¬ 
national Prices (Cambridge, Mass., 1926, p. 24 e seg.). 
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loro airinterno del bilanciodellevariefamiglie),'**’ ma anche nei rapporti 
di baratto-indicati in uniti fisiche-tra gli stati.f Ne seguono esporta- 
zioni ingrandite, ed importazioni ridottc, dai territori a prezzi ribassati; 
il rovescio succede dagli altri, dove si nota un rincaro. L’equilibrio 
tra i debiti e crediti complessivi di un dato paese con il resto del mondo 
ne resta momentaneamente rotto: ma ritorna a formarsi attraverso il 
passaggio di oro o cambiali dallo stato debitore ai creditori, con 
modifiche-inverse a quelle di prima nei rispettivi sistemi dei prezzi. 
Ed allorche questi siano di nuovo omogenei, dato il cambio, e vi sia 
pareggio tra debiti e crediti, cioe senza stimoli a sconvolgcre ancora i 
passaggi abituali di beni e servizi nelle loro quantita consuete, Tequili- 
brio diviene stabile. 

Se invece la politica economica interviene con i dazi doganali, con 
i contingenti fissi, con i divieti per le merci giudicate di lusso o non 
indispensabili, ed i metodi di controllo sono accolti in molti stati, le 
strutture nazionali dei prezzi ne restano come deformate in alcune loro 
parti, senza possibility di correttivo. Perdura cosi un^incertezza che e 
fomite di crisi, oppure Pesacerba e la mantiene: lo si e constatato in 
questi ultimi anni.J II sorgere di nuovi stati con tariffe protettive assai 
alte, il succedersi di quelle degli Stati Uniti via via elevate fino al 
quasi proibizionismo delPultima nei 1930, i rialzi daziari di fronte ad 
un temuto “dumping’’ di valuta dalle zone a moneta in corso di 
svalutazione dall’autunno del 1931, hanno costretto gli esportatori a 
cedere sempre piu nei prezzo delle loro merci pur di continuare ad 

* Il teorema dcirequilibrio del consumatore venne esposto dal Walras con 
Tuguaglianza delle utilitk marginali: la scuola Viennese piu recente, con il 
von Wieser ed Hans Mayer arriva ad una formula poco diversa, ma in cui 
si tiene conto della non divisibility infinitesima dei beni: gli scarti tra le 
utility marginali dei vari beni acquistati col reddito debbono essere un minimo. 
Un riassunto della teoria, partendo dal reddito come fa Gustav Cassel, 
Theoretische Sozialokonomie (Tubingen, 1927, 4° ed., pp. 51-52) k nei miei 
Principii di scienza economicay I (Torino, 1932, pp. 236-38). 
t F. W. Taussig, International Trade (New York, 1927, p. 8) ha dato alia 
teoria espressione rigorosa. 

{ Non si accoglie qui la teoria che le crisi siano provocate dai disordini 
commerciali, in quanto bloccano il flusso dei beni, e provocano cosi disoccu- 
pazione e discesa dei prezzi. La crisi nasce da fenomeni monetari, e viene 
aggravata dallo sconvolgimento provocato nei prezzi delle varie categoric di 
merci e servizi con le restrizioni daziarie, i controlli sulle divise, le interferenze 
di ogni genere sugli scambi internazionali. Per THaberler, Gold and Monetary 
Stabilization (Cit. pp. 48 e segg.) gli impulsi al movimento ondulatorio possono 
venire sia dal lato della moneta come da quello delle merci; qui con le in- 
venzioni, le migliorie, i raccolti favorevoli, ecc. Ma non tiene conto delle 
storture e perdite provocate da alcuni interventi degli enti pubblici. 
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esportar qualcosa. Hanno dovuto svilirle ben peggio delle merci pro- 
dotte e consumate airinterno del territorio di origine, persino di quelle 
importate. Cio implica un sacrificio crescente, dato che molti dei costi 
subiti dalle imprese hanno quotazioni quasi ferme, per i salari ed i 
tributi quasi immobili nelle loro cifre, e piu duri percio col proseguire 
del periodo di caduta dei prezzi dal 1921 in poi. 

Per ritalia—ed il fenomeno non h dissimile in parecchi altri 
paesi—^ancora nel 1927, I’anno in cui awenne la stabilizzazione della 
lira, prima di fatto e poi giuridica, le modifiche nel livello dei prezzi 
avevano dimostrato una proporzionalita molto notevole.* Le merci da 

INDICE BACHI DEI PREZZI ALL’INGROSSO (1913 = 100) 


Media annua 


Merci 

esportate 

(«) 

Merci 
prodotte 
e consumate 
in Italia 
(6) 

Differenza 
di livello 

tra (a) e (6) 

Materie 

gregge 

{c) 

Prodotti 

Aniti 

id) 

Differenza 
di livello 

tra (c) e (rf) 

1927 


462,5 

505,7 

- 8,6 

487,0 

483.9 

+ 0,5 

1928 


438,5 

477,6 

- 8,3 

448,9 

449.7 

- 0,1 

1929 


408,6 

447,9 

- 8,6 

430,3 

447,3 

- 3,9 

1930 


319,6 

379,4 

~ 15,8 

348,3 

437,6 

- 20,5 

1931 


274,0 

327,9 

— i6,2 

281,9 

400,6 

- 29,7 

1932 


241,3 

307,9 

21,6 

255,9 

396,2 

- 35,5 

1933 (marzo) 

215,7 

281,6 

*“ 23,5 

240,1 

391,3 

- 38,4 

Variazione ] 
% neirin- 
tervallo J 


- 53,3 

- 44,4 


- 50,6 

- 19,1 



esportare erano rimaste indietro, rispetto a quelle fabbricate airinterno 
per uso locale, di appena un dodicesimo; quanto ai manufatti, a paragone 
delle materie gregge, presentavano un dislivello che arrivava a poco 

* In Italia Tordinamento corporative cerca di facilitare le modifiche contem- 
poranee nei prezzi e nei redditi, salari ad interesse. Kollektivvertrdge und 
Arbeitsgesetzgehung in Italien {Schriften des Vereins fur SozialpoUtik, Leipzig, 
1932, vol. 179, ii°, pp. 153 e segg.). H salario medio orario dal 1929 al 1932 e 
diminuito qui del 13,5 %. In Inghilterra, invece, I’indice rimase quasi fermo 
a 173-181, dalla fine del 1921 al 1927 (vecchia serie del “London and Cam¬ 
bridge Economic Service**) e poi scese di un ventesimo appena, come da 
loi a 95,5, nei cinque anni ultimi (nuova serie): neirintervallo il costo della 
vita si ridusse invece del 25,6 % nel primo periodo, del 14,8 nel secondo. 
Quanto alle entrate fiscal! effettive, dal 1928-29 al 1931-32 in Italia dimi- 
nuirono da 20,2 miliardi di lire a 19, cioe del 5,5 %. In Inghilterra eran 
cresciute da 800 milioni di sterline ad 858 tra il 1924 ed il 1930, per contrarsi 
poi ad 827, nelPesercizio ultimo, cioe del 3,6 %. 
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pill di un mezzo centesimo. Da allora, pero, i prezzi sono precipitati 
alia meti o 11 attorno per ogni tipo di beni, ad eccezione dei prodotti 
finiti, che ribassarono di un quinto appena. E se il divario d'altezza 
tra quanto rimane all’interno e cio che si csporta e cresciuto a poco 
meno di un quarto, per le materie gregge di fronte ai beni elaborati 
attraverso al lungo processo produttivo e balzato a circa due quinti.* 
Si noti che una buona percentuale della correAte di uscita consta a 
sua volta di merci finite o semigreggerf si vendono dunque oltre- 
confine a cifre tra le piu svilite a paragone deirintero sistema nazionale 


INDICI DEI PREZZI ALL’INGROSSO NEGLI STATI UNITI 

(1926 — 100) 


Anno 

Materie 

gre«gc 

(a) 

Semi lavorati 

(b) 

Prodotti finiti 

(c) 

Derrate 

agricolo 

id) 

Metallic 
loro lavori 

ie) 

1929 

97,5 

93,9 

94,5 

104,9 

100,5 

1931, gen. 

72.7 

73.7 

8i,7 

73.5 

89,3 

1932, gen. 

58.3 

63,1 

72,1 

52,8 

81,8 

1933, gen. 

50,2 

56,9 

66,7 

42,6 

78,2 

Variazione 1 






neirinter- > 

- 48,5 

- 39,4 

“ 29,4 

- 59,3 

— 22,1 

vallo, % J 






Differenze— 

tra (a) e (r) 

tra (b) e (a) 

tra (b) c (c) 

tra {(1) ed (e) 

nei 1929 

+ 3,0 

- 3,9 

- 0,07 

-1 

4,4 

nei 1933, gen. 

- 24,7 

1 13,3 

- 14,80 

” 45,5 


dei prezzi, mcntre per la natura loro entrerebbero proprio nella cate- 
goria a quotazioni piu alte. Tanto sacrificio occorre ormai per vincere 
le barriere doganali, crette in ogni angolo per chiudere la concorrenza 
straniera; tanto sforzo si richiede per mantenere rapporti con la 
clientela estera! 

* Gli indici calcolati in Italia in base allc statistiche del commercio intcrna- 
zionale indicano, tra il 1927 ed il 1932, nelle materie gregge importate una 
diminuzione del 58,9 %, in quelle esportatc del 44,4; nei prodotti finiti le 
cifre rispettive mostrano una discesa del 43,4 c del 54,8. Anche in questa 
rilevazione i divari sorprendono con la loro grandezza: mentre dal 1925 al 
1927 le materie gregge erano diminuite di un settimo piu che i prodotti finiti 
esportati, dopo questi perdettero essi circa un quarto di piu che le prime, 
f Nella relazione del governatore all* Adiuianza generale degli azionisti della 
Banca d'ltalia, 30 marzo 1933 (Roma, 1933, p. 13, n. 2) si ricorda che i 
prodotti finiti o semilavorati rappresentano il 59 % del valore totale delle 
esportazioni italianc. 
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II fenomeno lo vedremmo in tutti i paesi che hanno ricorso di 
pill alle difese protettive, se vi si calcolassero gli indici in base alle 
correnti commarciali ed al grado di elaborazione. Gli Stati Uniti hanno 
solo Tultimo tipo di raggruppamento, oltre alle categorie per rami 
d’industria: si vede che il rinvilio vi e ben lontano dall’esser omogeneo, 
ch^ si passa da una caduta di nemmeno un terzo per i beni trasformati 
dal processo produttivo complete, a quella di circa la met^ per le 
materie gregge. Ancora piii stridente riesce il confronto tra le derrate 
agricole ed i prodotti metallurgici: qui la sorte e ben diversa, con un 


INDICI DEI PREZZI ALL’INGROSSO IN GERMANIA 
(1913 = 100) 


Anno 

Derrate agricole 
(«) 

Materie gregge 
e semigrrgge 
(b) 

Prodotti finiti di 
consumo 
(c) 

1927 

137.8 

131,9 

160,2 

1928 

134,3 

134,1 

174,9 

1929 

130,2 

131,9 

171,6 

1930 

113,1 

120,1 

159,3 

1931 

103,8 

102,6 

140,1 

1932 

91,3 

88,7 

III,I 

1933 (apr.) 

77,1 

86,9 

109,2 

Diminuzione % nell’inter- 
vallo 

} - 43.8 

- 34,0 

— 31,8 

Differenza % in 1929 

tra (a) e (c) 

- 14,1 

tra [b) e (a) 

-1- 1,0 

tra (c) e ( 6 ) 

+ 30,1 

Differenza % in 1933 

- 29,4 

-1- 12,4 

+ 25,9 


crollo di poco meno che tre quinti per le prime, tipiche merci da 
esportare, di qualcosa di piu di un quinto per i secondi, limitati invece 
al mercato interno. Implicitamente si vede il risultato della tariffa 
protettiva: con le derrate agricole non vienc ad inciderc i consumatori 
interni, data la necessity di vender all’estero una parte dei raccolti; 
con i prodotti metallurgici invece vi arriva, pcrchfe non satura il 
fabbisogno nazionale. Quanto al distacco delle singole categorie tra di 
loro, era minimo (3-4 %) all’inizio, ma ormai h saltato ad un quarto, 
ad oltre due quinti persino se badiamo ai rami d’industria dove il 
contrasto h peggiore. Questi, anzi, potrebbero servire quali indici di 
beni esportati a paragone di quelli prodotti in patria esolo qul con- 
sumati. 
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In Germania, dove il protezionismo venne distribuito sia alPagri* 
coltura come alle Industrie, e con i certificati di esportazione si arriva 
a mantenerne Tefficacia anche dove la produzione oltrepassa di poco 
il consumo interno, le disparity appaiono meno stridenti, sebbene non 
manchino; Tampiezza di divergenza tra le derrate ed i manufatti pel 
consumo locale e raddoppiata nel periodo, per una discesa lenta in 
questi, dopo una salita molto piu energica ed ampia nel passato. 

3. La causa di storture di questo genere, di siffatte deformazioni 
tenaci, che si ampliano invece di addolcirsi col passare dei mesi, non 
e lecito attribuirla al tipo aureo. Si debbono pero, almeno in parte, 
alle difese che esso provoca, ai tentativi svolti per eludere i fenomeni 
che deriverebbero dai passaggi di oro, data la volonta di troncare le 
facilitazioni che essi provocherebbero nei rapporti di baratto. Non si 
lascia che, ove questi si alterino per un motive qualsiasi in confronto 
al periodo anteriore, acquistino in maniera spontanea tale grandezza 
da riportare il flusso degli scambi di beni e servizi da un paese airaltro 
ad omogeneiti di mole. Cio accadrebbe ben presto attraverso al 
meccanismo monetario indicate dal teorema di Hume e dal corollario 
ricardiano; ma prima ancora che possan iniziarsi, si troncano fin dalla 
nascita le occasion! di nuovi commerci. Sia pure col rischio di inaridirli: 
dal 1929 al 1932 il valore delle esportazioni mondiali e diminuito di 
ben tre quinti.* 

Invece di riconoscere che le norme restrittive passate non avevano 
chiusa del tutto la via a qualche importazione di merce, e di ralle- 
grarsene per le esportazioni compensatrici che ne sarebbero derivate, 
il feticismo aureo, con il terrore di veder uscire qualche poco di oro 
induce a persistere nei dazi e divieti, a cercarne altri. Ciascun gruppo 
di imprenditori li vorrebbe alti per quanto elabora nei propri opifici, 
minimi o nulli per cio che deve impiegare: ma siccome non si trova 
una merce elaborata in un ramo d’industria che non serva in altri da 
materia prima, le contese reciproche sconvolgono ancor peggio Tequi- 
librio nei prezzi delle varie categoric di beni e servizi, introducono 
nuove disparita non facili da cancellarsi. 

Nella struttura nazionale complessiva all’ordine stabile ed armo- 
nico viene a sostituirsi cosi una sucessione di equilibri temporanei e 
parziali, puntellati dalla politica economica locale, con dislivelli nu- 

* Da un valore pari a 2,716 milioni di dollar! nel 1929, le importazioni in 
un mezzo centinaio di stati tra i piii important! nel mondo sono diminuite 
nello scorso anno a 1,061,3, cio^ del 60,8 % {Bulletin mensuel de statistique^ 
Geneve, marzo 1933, p. 104). Nei primi mesi del 1933 si ebbero anche con- 
tratzioni di due terzi (lu glio 1933, p. 246). 
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merosi. Puo riuscire durevole —cioh tale da non indurre nessun pro- 
duttore a trasferirsi da un ramo alPaltro—un assetto in cui nel sistema 
dei prezzi restano degli scoscendimenti enormi, tra una categoria di 
merci e le altre? Non si vogliono qui paragonare le cifre assolute, ma 
le oscillazioni relative, le quali non rivelano I’omogeneita che ce ne 
attenderemmo: s’intuisce il torpore dei correttivi, o meglio Tinflusso 
dell’opera statale che li annulla appena incomincerebbero a farsi sentire. 

Parecchi dazi doganali vennero introdotti, nei paesi rimasti fermi 
alia base aurea, in difesa delle riserve metalliche. Vi era il dubbio che 
gli stati dove il cambio peggiorava, dopo Pabbandono della converti- 
bilita, ottenessero per le loro esportazioni un tal vantaggio duraturo, 
di fronte agli altri, da riuscirea vendervi gran mole di merci e cosi 
riceverne parecchio oro. Percio le porte si vollero sbarrar ancora 
di pill davanti al commercio estero. Politica erronea: dopo qualche 
mese, dove si era ricorso alP “embargo” sul metallo, od al temporaneo 
corso forzoso della moneta cartacea, i prezzi dovevano rincarare nella 
stessa misura del cambio, ed il premio scompariva. A meno che prima 
non vi fossero adeguati, per i salari e le imposte mantenuti alti.* Anzi, 
proprio le barriere portavano gli esportatori a svilire ancor peggio le 
merci pur di superare Postacolo daziario; contribuivano cosi ad 
accentuar le deformazioni gia notate, e—di rimbalzo—provocavano 
nuovi dazi, rivolti a chiudcre le ultime fessure. 

Almeno nei paesi dove si strepita per una politica di credito e di 
inflazionismo che riporti i prezzi al livello del 1929—basterebbe invece 
cercare di fermarne la caduta—si dovrebbe preferire Pabbandono del 
tipo aureo. Parecchi risultati opportuni ne potrebbero derivare. 
(a) Verrebbe meno un motivo per Pimpiego del protezionismo, quello 
a difesa delle riserve auree. (b) L’oro accumulato servirebbe per 
intero a saldo degli spareggi temporanei nella bilancia dei pagamenti 
internazionali. (c) Le oscillazioni nei prezzi per le ondate lunghe 
scomparirebbero, e cosi le crisi piu tenaci: i cicli brevi trovano cura 
automatica nel riequilibrio rapido tra costi e ricavi. {d) Con la ricerca 
di una relativa stabilita nei prezzi alPinterno di ogni stato, rimarrebbero 
abbastanza fermi pure i cambi tra le rispettive monete. (e) I legami tra 

* Come si e visto a p. 524, questo e il caso delPInghilterra. La rivalutazione 
della sterlina dal corso minimo di 3,215 sul dollaro nel 1920, lo portava alia 
parita nel 1925, con un rialzo del 51 % : Pindice del costo della vita nelPin- 
tervallo non diminuiva che del 29. L’abbandono della convertibility nel 1931 
ristabiliva quindi Tequilibrio che prima non si era ottenuto: per questo i 
prezzi rimasero poi quasi fermi, con una lieve discesa da 145 a 139, cio^ 
del 4 %, nelPindice del costo della vita dal settembre 1931 fino al febbraio 1933. 
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i sistemi nazionali dei prezzi si formerebbero lo stesso, anzi con minor 
disomogeneita nelle varie categoric di beni c servizi, con rapido e 
stabile equilibrio tra i debiti ed i crediti dei rispettivi paesi. 

4. II mondo economico ha bisogno di una situazione stabile, non 
di sussulti periodici: deliberata una tarifFa, protettiva o non, e discussi 
i trattati di commercio, giova airuniversale un periodo di qualche 
decennio con la garanzia che non verranno piu introdotte modifiche. 
Le irnprese vi potranno contar sopra per una serie di annate, al sicuro 
dalle maggiorazioni improwise di prezzo di qualche bene strumentale, 
col pretesto di un “dumping” di valuta che potrebbe svolgersi. Dal 
tempo di Adamo Smith, si e richiesto sempre la certezza nel regime 
dei tributi; e da quelli deirAlighieri si e lamentato che “a mezzo 
novembre non giugne, quel che tu d’ottobre fili.” Siccome le altera- 
zioni improwise sono proprio dettate dal timore di veder contrarsi 
Toro in riserva—ed al quale si addossano due funzioni: {a) dar base 
alia moneta ed al credito; {b) saldare i dislivelli temporanei nella bilancia 
dei pagamenti internazionali—quando gli si toglie la prima funzione 
ecco il metallo divenir meno scarso per la seconda, si da non dover 
correre in fretta ai ripari daziari appena ne esca qualche tonnellata. 
Soprattutto dove la legge fissa un’alta percentuale di oro ai biglietti, 
la quota corrispondente divien prigioniera. Solo il di piu serve alle 
manovre: ma enaturale allora che sia piccola la parte del metallo libera, 
dato che il grosso divienc immobile. E vi si guarda con occhi sbarrati 
ad ogni contrazione,* mentre si devc pur riflettere che per i rapporti 
internazionali dei pagamenti ormai non resta altro fondo cui ricorrerc, 
appena i crediti liquidi restino al di sotto dei debiti scaduti. In mano 
al pubblico non vi sono piu i pezzi aurei coniati, e le banche ordinarie 
hanno perduto i deposit! prima loro affidati dai corrispondenti esteri: 
il panico finanziario del 1931, e quello del 1933, li indussero a richia- 
marli in patria.f 

La rinuncia alia base aurea metterebbe a disposizione dei trasferi- 
menti, appena lo esigano gli spareggi temporanei, le intere masse auree 
senza bloccarne parte alcuna. Per dimostrarle ancor meglio sciolte 
dai vincoli colla moneta, servirebbe indicarle in parita fisiche, cioe in 
peso e titolo. Cosi riuscirebbero adeguate ovunque, anzi persino 

* Il panico in Germania nel 1931 inizio il suo corso proprio dalla contrazione 
della copertura dei biglietti dal 54,4 % nel maggio a solo il 36,5 nel giugno: 
si dovette modificare la legge, ma sarebbe stato ben piiu vantaggioso non 
porre un rapporto legale fisso. 

t Ne ^ indicata Tevoluzione in Bilance dei pagamenti internazionali e riserve 
auree {Giomale degli economisti, Roma, aprile, 1932, p. 241). 
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eccessive, dato che alia lunga credit! e debiti debbono bilanciarsi, e 
Toro che esce in un anno dove ritornare dopo breve intervallo. Infatti, 
le imprese di uno stato fanno credito a quelle degli altri nelFaspetta- 
tiva del rimborso: se qualche volta si lasciano ingannare da promesse 
non eseguibili, cercano di cadere il meno possibile nella pania, ed in 
definitiva a ciascun paese arrivano tante merci e servizi quanti ne puo 
pagare con altre merci e servizi. Tuttavia di oro se ne conserverebbe 
sempre molto, per Timpressione mercantilistica che possa giovare in 
caso di guerra a procurar credit!; non vi h il pericolo quindi di vederlo 
svilire per tale riforma. Del resto, non aveva perduto una meta del 
suo potere d’acquisto durante la guerra, un terzo circa dal 1921 al 1928, 
per il corso forzoso di parecchie monete e la rinuncia ad usare i pezzi 
coniati negli scambi quotidian! ? Poi nel quinquennio ultimo il ritorno 
alia convertibility in molti stati, e Tabbandono del tipo del cambio 
aureo in altri dopo un’esperienza troppo breve per riuscir conclusiva, 
gli hanno ridato qualcosa di piu di quanto gli era stato tolto poco 
prima.*^ 

5. Troncato il legame tra la moneta e Poro, non si deve piii subirne 
il variar di valore a seconda che il suo ritmo di scavo si present! in 
rapporto or pifi or meno vicino a quello del fabbisogno di metallo nei 
vari usi, compreso quello di riscrva per i biglietti, Di qui sono derivate 
le epoche di rincaro continue neH’ondata lunga; le provocano le 
miniere di nuova scoperta, con il metallo abbondante che si sparpaglia 
tra le varie piazze del globo in un periodo che durava qualche decennio 
nei secoli scorsi, un lustro solo ormai. E nelPintervallo tra la data in 
cui un settore minerario nuovo esaurisce il suo ritmo di progresso, e 
quella in cui viene trovata e messa in esercizio un’altra zona ricca, 
ecco due o tre decenni in cui Tofferta aurifera rimane statica ed i 
prezzi dei beni e servizi appaiono in discesa. Non si potra mai studiare 
la precisa correlazione statistica tra il flusso delle monete di ogni tipo 
adoperate nei quattro secoli ultimi, ed il loro fabbisogno, cio^ I’entity 
dei redditi e dei valori capitali da spendere o trasferire. Non arriveremo 
mai a misurarli: sappiamo solo le medie del quantitative di metallo 
scavato ed un grossolano indice delle variazioni nei prezzi mondial!. 
Non manca tuttavia tra le due serie un legame suggestive. Dove non 
appare, deve esser awenuto un incremento nel traffico o nella pro- 
duzione economica ancora piu rapido del ritmo di maggior scavo 
dell’oro (come nelFultimo quarto del secolo passato), oppure la con- 
temporanea ricerca del metallo prezioso per metterlo a riserva in 

* Le funzioni monetarie delVoro {Giomale degli economisti, maggio 1933). 
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una ventina banche centrali avvenne per una mole troppo al di sopra 
dello scavo, sebbene ingrossato di fatto come dal 1921 in poi, per 
lasciarlo adeguato.* 

Se venisse tolta la domanda di metallo aureo per fame base della 
moneta tipo, la circolazione dei biglietti verrebbe regolata al fine di 
mantener relativamente stabile il livello dei prezzi. Le forze che lo 
farebbero discendere, come il progresso tecnico riduttore dei costi, ne 
troverebbero altre capaci di spingerlo in su, come salari e tributi in 
quasi continuo rialzo, ed in definitiva la pressione rispettiva si pareg- 
gerebbe. Solo il ciclo economico ad ondata corta rimarrebbe a dare le 


Pcriodo 

Mwlia annua di 
produzione di oro, 
in Kg. 

Pcriodo 

Media tra gU indici 
dei prezzi Hanauer, 
Davenel e Jevons 
negli anni cstremi 

Variazione 
perccntuale 
neirindice dei prezzi 

1493-1520 

5,800 

1500-1550 

32-60 

+ 86,5 

1521-1620 

9.438* 

i 55 i -»650 

60-100 

+ 66,6 

1621-1700 

9,27s 

1651-1725 

100-72 

- 28,0 

1701-1780 

19,270 

1726-1810 

72-139 

-1- 93,1 

1781-1840 

i6,SSO 

1811-1850 

139-70 

- 49,6 

1841-1870 

115,800 

1851-1873 

70-86 

+ 22,8 

1871-1890 

165,700 

1874-1896 

86-51 

- 40,7 

1891-1919 

508,900 

1897-1920 

51-188 

■h 269,0 

1920-1928 

539,900 

I92I-I932 

188-125 

- 33.5 

1929-1932 

635,000 





* Compresi 81,000 Kg. importati dalla Spagna nel 1531-1600, togliendoli 
sui tesori gia accumulati in passato dagli Incas. 


sue scosse, non troppo gravi data la loro durata tenue, e non prive del 
resto di conscguenze benefiche, con il riesame delle varie imprese, 
la scomparsa delle male attrezzate e miglior fortuna per le migliori.f 
Si raggiungerebbe pure la stabilita del cambio. Invece di ottenerla 
con il rapporto rigido della moneta all’oro, a scapito dei prezzi sotto- 
posti a variazioni notevoli, persino di una meta, la si cercherebbe 

* L’Haberler vede nel progresso economico una causa di contrazione continua 
nei costi e quindi nei prezzi (op. cit., p. 54). Ma non basta a bilanciare tale 
spinta al ribasso la continua tcndenza al rincaro in alcuni fattori produttivi ? 
Per il salario della fine del settecento in poi lo ha dimostrato F. Simiand, 
Le salaire (Paris, 1932, vol. i); per le rcndite ed i tributi, e fenomeno noto. 
f Secondo F. Simiand, Les fluctations economiques a longue periode et la crise 
mondiale (Paris, 1932), appena il ritmo di accrescimento dei medii monetari 
si accelera, ecco il rincaro: quando si attenua, awiene la caduta dei prezzi. 
Ma anche questa ultima sarebbe benefica, per la rude selezione delle imprese. 
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attraverso al livello fermo dei prezzi.* Infatti, se il potere d’acquisto 
di dascuna moneta non oscilla, non deve subire alti e bassi nemmeno 
il loro rapporto. Con un vantaggio innegabile: chi parla di sabbie 
mobili appena le monete siano sciolte dall’orOjdatigli scarti ragguarde- 
voli che possono presentarsi nel cambio, dimentica le sabbie mobili— 
certo non meno pericolose—con I’alterno sussulto dei prezzi. La 
sterlina dal settembre al dicembre del 1931 perdeva il 31 %, ed il 
dollaro dalF aprilc 1933 in poche settimane svili di altrettanto: 
vice-versa i numeri indici dellc quotazioni alFingrosso impiegarono 
gli ultimi tre anni per svolgere una traiettoria all’ingiu come le 
monete. Occorsero inoltrc parecchi decenni per vederli raddoppiare o 
triplicare; di scarti di tale ampiezza, o peggiore, il cambio ne registro 
invece persino in pochi mesi, ma questo accadde solo in qualche stato 
dove il bilancio pubblico era in grave spareggio. Cio non toglie che le 
difficolta nei pronostici e nei calcoli si presenti pure con i prezzi. 

6. Col tipo aureo i prezzi nazionali, che formano un sistema in 
ciascun paese per i legami tra quotazioni alFingrosso ed al dettaglio, 
per i fattori produttivi ed i beni finiti, riescono pure allacciati tra 
stato e stato. Ogni modifica nella quotazione di alcune merci si tras- 
mette a tutte le altre, e da un paese ai rimanenti, attraverso al via vai 
continuo di oro, date le sue ripercussioni sulla moneta e sul credito. 
Ma scomparso il meccanismo aureo, quale forza entrera in opera, al 
fine di provocare—dopo ogni alterazione—i correttivi opportuni per 
ricondurre alFequilibrio ? Questo non ritorna, infatti, finchfe non vcngano 
tolti i divari fra i prezzi, dato il cambio, e finche i rapporti di debito 
e credito per beni e servizi si pareggino tra i rispettivi paesi. Non che 
tutti i prezzi debbano diventare uguali: in tal caso non si realizzerebbe 
piu alcun passaggio da un territorio agli altri, ha dimostrato il Cassel. 
Basta che sia omogeneo il livello gene rale, con alcune cifre piu alte in 
un mercato, meno alte in parecchi altri.f 

Si imagini che Tequilibrio si rompa per un rincaro generale dei 
prezzi in un paese. Non deve trattarsi di un cambiamento in una 
sola od in poche merci o servizi: in tal caso, poco dopo, la domanda 
o I’offerta, o tutte due, muterebbero, con qualche ripercussione sui 
bilanci personal!, si da redistribuire tutti i consumi, in base aitentativi 
eseguiti per ridurre ad un minimo gli scarti tra le utilita marginali di 

* E’ una conseguenza della teoria del Cassel che lega le variazioni del cambio 
alle modifiche nella paritk dei poteri d’acquisto delle monete considerate: 
Money and Foreign Exchange after 1914 (London, 1922, pp. 140-44). 
t Gustav Cassel, The International Movement of Capital^ Foreign Invest¬ 
ments (Chicago, 1928, p. 7 c seg). 
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ogni spesa. II fenomeno che qui si considera h diverse: deve esser 
awenuta una alterazione in tanti prezzi da sconvolgere, rispetto alle 
scelte anteriori, i rapporti di baratto negli scambi intcrnazionali, e 
perci6 le correnti con Testero. Siccome la politica monetaria tende alia 
stabilita,’**' chi la guida prowede subito allora a mutare il saggio di 
interesse alio scopo di restringere moneta e credito dope un rincaro, 
di accrescerla dope un rinvillo. Ad afFrettare verso tali prowedimenti, 
concorrer^ la pressione del cambio: al prime accenno ad una oscilla- 
zione dei prezzi, ancor prima che il rincaro sia concrete, le monete 
estere verranno quotate di piu, con un freno ad importare, con un 
premio per chi esporta. Ci si riawicina cosi airequilibrio sia tra le 
strutture dei prezzi, sia tra i debiti ed i crediti. 

Entrano in giuoco dei correttivi, analoghi a quelli consueti con il 
tipo aureo, e valgono a ricostituire le omogeneita di livello. (a) L’oro 
pub passare come merce da impiegarsi nolle Industrie ed arti (ma 
allora si movera in piccole partite), oppure come lingotti facili da 
conservare e di larga accettazione in quanto mezzo universale di saldo 
degli spareggi nella bilancia dei pagamenti. (b) I biglietti serviranno di 
rado, data Talea speculativa troppo alta che impongono, come ricorda 
ogni compratore di corone austriache, di rubli russi, di marchi ger- 
manici nel 1921-22. (c) Con molta semplicita interverrebbe Eimpiego 
delle divise,f se la banca centrale ne terri per cederle al mcrcato, 
insieme con, oppure a surrogare i lingotti aurei. A qualsiasi di questi 
mezzi si ricorra, i risultati ricscono uguali: il debitore che vuol pro- 
curarsi divisa od oro, deve versare assegni o banconote alEistituto 
centrale, oppure spedire biglietti. In ogni caso di moneta alFinterno 
ne rimane meno, e cio preme sul sistema dei prezzi che si contraggono: 

* Del significato non precise di questo concetto parla THaberler (op. cit., 
P- 53 )> che ha richiamato I’attenzione sull’influcnza svolta dal saggio d’interesse: 
col modificarlo, alio scopo d’influire sul livello generale dei prezzi, si altera 
il periodo di tempo richiesto dal processo produttivo con giro. Quando il 
saggio vien tenuto a livello tenue, il giro si allunga; ove rincari, si accorcia 
e percio il risparmio piu o meno abbondante agisce con forza notevole. 
t II tipo del cambio aureo richiedc una riserva in divise convertibili in oro, 
e lascia Talea di un deprezzamento se di qualcuna delle monete scelte venga 
sospesa la convertibility. Ove il tipo aureo venga abbandonato, Talca da correre 
col mantenimento di un certo stock di divise estere cresce. Ma a compensare 
le perdite eventuali verrebbero gli interessi guadagnati con i crediti cosi aperti 
agli istituti d’emissione stranieri, e la minore spesa di custodia di fronte all’oro. 
Il ViNER osserva (op. cit., p. 14) che questo non forma mai una partita 
redditizia per la banca. Conviene ricordare inoltre che Toro, oltre a non 
fruttare nulla ed a costare per il grande spazio corazzato che esige, in certi 
periodi si apprezza, ma in altri deprezza non poco. 
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nel paese straniero, al contrario, Toro o la divisa vien accreditata, ed 
ingrandisce il giro dei medi circolanti, con un rincaro dei beni e 
servizi locali. 

Vi e da badare che si modifica subito anche il cambio; peggioreri 
a danno del primo paese e miglioreri per gli altri dove il livello resta 
fermo. Siccome cio attenua subito il divario nei rapporti fisci di 
baratto, impedisce che si creino degli spareggi molto notevoli nelle 
correnti commerciali. Viceversa, appena si inizia la deflazione, di 
rimbalzo all’uscita di oro o divise o biglietti il cambio migliora per 
il primo paese, peggiora per tutti gli altri, con un ostacolo al fluire 
delle esportazioni destinate a riportare il pareggio. Non si dimentichi 
tuttavia esscr ben difficile che si uguaglino proprio le due forze 
antitetiche, e quindi si elidano per intero: i caratteri vischiosi di alcuni 
prezzi e redditi oppongono degli attriti, ed alcune importazioni nuove 
convengono nel periodo iniziale, qualchc esportazione prima non 
redditizia lo diviene in quello successive. 

Nel caso che Tistituto centrale non voglia assumere la funzione di 
tenere oro e divise per il saldo della bilancia internazionale dei paga- 
menti, oppure ne abbia gia esaurite le scorte, a coprire il deficit 
dovranno provvedere le banche ordinarie, col cercare accordi con gli 
istituti stranieri. {d) L’invio alFestero di cambiali finanziarie sposta 
Tesaurirsi effettivo deiroperazione alia data in cui esse scadranno: ma 
intanto migliora il cambio per il paese dove vengono create, lo peggiora 
per quello che le sconta. Siccome nel primo il maggior debito cosi 
aperto, per il breve intervallo in cui dura la vita delle cambiali, era 
stato eccitato da un anteriore rincaro locale dei prezzi, non trova freno 
in una quantita minore di biglietti. Anzi, Toperazione corrisponde ad 
importar capitale, e, coll’ingrandire le disponibilita presso il debitore, 
vi mantiene elevati i prezzi; li attenua al contrario presso chi concede 
credito, e percio vi riduce i depositi interni e vi abbassa i prezzi. Ma 
pure qui il cambio interviene, e sconta i due fenomeni: a quella forza 
che lo apprezza nel primo paese, si contrappone quest’altra a depri- 
merlo, e per Tinflazionismo cui corrisponde e probabile che predomini. 
Allora cancella quasi per intero il divario nei rapporti di baratto: 
impedisce cosi che le importazioni si mantengano alte, e che quanto 
s’esporta oltre confine rimpicciolisca, fino ad annullare lo spareggio. 
Non lo salda pero, a meno che nel sistema dei prezzi vi fossero state 
delle disparity nei movimenti anteriori, e che nei costi comparati sia 
rimasto qualche caso di maggiore convenienza ad esportare. Il metodo, 
ad ogni modo, non fa che rinviare la soluzione: appena le cambiali 
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scadono, si dovri prowedere a liquidarle, a trasferire realmente il 
capitale. 

Si potrd ricorrere allora ad una delle tre vie sopraindicate, oppure 
ad una quinta che si presenta come alternativa, qualora le altre siano 
esaurite: 

(e) col mettere a disposizione del creditore la somma in moneta 
legale interna del nostro paese, vien dato a lui, oppure ad un terzo 
cui egli lo giri, il diritto di comprar qui merci e servizi. Per indurvelo, 
conviene pero procurargli un vantaggio con dei rapporti di baratto piii 
favorevoli di prima. Lo divengono proprio, in forza della minore 
quantita di moneta che resta cosiin circolazione. Infatti, con Taccanto- 
nare denaro per metterlo a disposizione dei creditori esteri, se ne e 
sottratto al mercato per un certo periodo, mentre il quantitativo di 
beni da muovere e cresciuto con le importazioni maggiori. Il cambio 
non dovrebbe risentirne, in quanto non vi ^ un’offerta di lire unita 
a domanda di valute estere: potrebbe muoversi, invece, per le minori 
dosi di moneta all’interno, od almeno per la velocita di giro diminuita. 
Ed allora cancellerebbe in parte il vantaggio presentato ai creditori 
stranieri con i rapporti di baratto piu favorevoli di prima: rimarrebbero 
attivi solo i divari lasciati dalla viscosit a di alcuni prezzi e costi. 

Insomma, nelPepoca in cui entra in azione il meccanismo che 
assicura il legame—lo rappresentino verghe auree, oppure divise o 
biglietti od aperture di credito in moneta interna—provoca un rinvilio 
dei prezzi. Ma il cambio si muove, c mette nuovi ostacoli al 
paese in debito: col divenirvi subito piii favorevole, stimola di 
nuovo alcune importazioni, ed impaccia certe vendite oltre confine. 
Pero via via la discesa dei prezzi si distribuisce su qualche elemento 
di costo, dalle materic grcgge in arrivo dalPestero a qualcuna interna, 
e spuntan fuori nuovi casi di baratto propizi, si da renderne la misura 
pill ampia di prima. 

A paragone del meccanismo aureo, quello libero dalla base metallica, 
presenta qualche carattere specifico, pero i divari dall’altro sono 
piuttosto parziali e temporanei. Con tutti e due, i prezzi diminuiscono 
nel paese in debito, crescono in quello dei creditori: il cambio si altera, 
entro i punti delPoro quando la moneta e convertibile, con un settore 
di variabilita ben piu ampio dove non lo h. I prezzi oscillano pure in 
misura omogenea, sia per Ic merci ed i servizi consueti negli scambi 
internazionali, sia per le altre, dati i legami posti dal salario all’incirca 
eguale dappertutto. Forse, anzi, la variazioni nei prezzi riescon meno 
omogenee tra le varie categorie di beni e servizi proprio nei paesi che 
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hanno il tipo aureo: non per motivi specifici, ma per fenomeni indiretti. 
Qui, infatti, la difesa delle riserve auree conduce ai dazi protettivi, 
e provoca successive ritorsioni: per superarle, ed esportare ancora, in 
ciascun paese si tenta a render alcuni rapporti di baratto piu favorevoli 
ai compratori stranieri, e cosi il livello dei prezzi di quanto si spedisce 
oltre confine si mantiene inferiore al resto della produzione solo interna 
e destinata al consumo locale. Tanto piu che il cambio non lascia 
spiragli, con il suo vincolo entro i punti delEoro. 
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ESQUISSE DE L’EVOLUTION BUDGETAIRE DE LA 
CONFEDERATION SUISSE 

WILLIAM E. RAPPARD, Professeur a VUniversite de Geneve 

Lorsque, il y a quelques mois, on me fit Thonneur de me demander 
de collaborer a un ouvrage destine k celebrer I’eiiseignement univer- 
sitaire du Professeur Gustav Cassel, je fus en proie a deux sentiments 
contraires. La crainte de ne pouvoir, dans le delai imparti et au milieu 
d’une foule d’occupations absorbantes, preparer une etude qui ne 
fut pas trop indigne de mon eminent et venerable collegue suedois me 
portait a refuser. Mais le dcsir de m’associer a Thommage que lui 
rend par la publication de ce volume le monde savant, me poussait 
presque malgre moi k accepter. Finalement ce desir Temporta sur cette 
crainte, non que la crainte fut attenuee, mais le desir etait decidement 
trop imperieux. 

Aux raisons de haute estime intellectuelle qu’eprouvent pour 
rillustre maitre scandinave tons les economistes de ma generation, 
s’ajoutait en effct pour moi une consideration de vive reconnaissance 
personnelle. La collaboration que M. Cassel a bicn voulu assurer, en 
1931, a rinstitut Universitaire de Hautes fitudes Internationales de 
Geneve, que je dirige avec mon ami Paul Mantoux, et celle qu’il a bien 
voulu nous promettre k nouveau pour le semestre prochain creent pour 
nous une bien lourde dette. Cette dette, jc sais bien que nous sommes 
impuissants a nous en acquittcr, mais je tenais au moins a la recon- 
naitre publiquement. C’est dans cet esprit de respectueuse et 
d’affectueuse gratitude a Tegard du maitre venere que j^ai redige cette 
trop hative notice. Qu’il veuille bien en excuser Tinsuffisance a la faveur 
des mobiles qui m’ont interdit de rester etranger a Thommage si pleine- 
ment merite que rendent a son oeuvre et a sa personne, ses eleves, ses 
amis et ses admirateurs. 

Les finances publiques de la Confederation suisse sont celles d’un 
Etat federatif dont les competences n’ont cesse de s’etendre aux depens 
de la souverainete des cantons dont il se compose. C'est dire qu’au 
cours des dix-sept lustres de son existence constitutionnelle, ses charges 
ont augmente pour deux raisons principals. D’une part il a ete 
entraine dans le grand mouvement qui, depuis plusieurs generations, 
porte toutes les collectivites humaines a confier des taches sans cesse 
grandissantes a Tfitat. Et d’autre part la centralisation administrative, 
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qui sc poursuit en Suisse depuis 1848, a transfere des fardeaux de 
plus en plus nombreux des budgets cantonaux au budget fdd^ral. De 
ce fait, si les budgets cantonaux n’ont pasdiminu6, — Taccroissement 
de la population, de la richesse et de Tetatisme ayant compense et au- 
dela Faction de la centralisation — ils ont cependant subi un rythme 
d’accroissement beaucoup plus lent. 

Notre propos est tout d’abord de rappeler les phases et d’indiquer 
les causes principales de Faugmentation des depenses federales, 
d’examiner ensuite les sources toujours plus nombreuses et plus 
abondantes auxquelles le legislateur a puise pour y faire face et de 
signaler enfin Fendettement croissant de la Confederation. Dans une 
tres breve conclusion nous ne chercherons pas, en prolongeant les 
courbes de Fcvolution passee, a predire Favenir. Nous nous bornerons 
a indiquer les diverses possibilites futures. Dans toute cette etude il 
ne sera pas question des finances communales qui, en raison meme 
de leur importance et de leur inegalite, meriteraient une monographie 
speciale. Quant aux finances des vingt-cinq cantons suisses, nous n’en 
parlerons qu’accessoirement pour mieux illustrer Fevolution de celles 
de la Confederation. 

Pour ne pas encombrer de chiffres le texte de cette note, dont les 
sources principales sont les publications officielles d’ordre statistique,* 
nous la ferons suivre de quelques tableaux auxquels le lecteur voudra 
bien se reporter. Nos developpements, en effet, ne seront guere que les 
commentaires explicatifs des tendances qui se degagent avec une 
nettete remarquable des statistiques presentees. 

Le Gouvernement suisse a toujours ete, en theorie, partisan des 
principes d’unite et d’universalite budgetaires. En consequence il 
n’a jamais connu, dans sa terminologie administrative, ni budgets 
extraordinaires, ni budgets ordinaires, mais seulement des budgets 
tout court. Les circonstances Font cependant amene a des pratiques 
nettemcnt inconciliables avec ces principes. 

Tout d’abord il a toujours annexe a ses budgets principaux, aux¬ 
quels correspondaient, Fexercice clos, des “comptes d’administration,” 
des budgets et des comptes relatifs a divers etablissements publics 

* Les tableaux et graphiques k la fin de cette 6tude ont 6 t 6 pr6par6s, selon mes 
indications, par Madame J. Heimbrod, secretaire adjointe de Tlnstitut Uni- 
versitaire de Hautes fitudes Internationales. Ils sont bas^s sur les donn^es de 
TAnnuaire statistique de la Suisse, des Messages du Conseil federal, des budgets 
et des comptes annuels de la Confederation et de diverses publications du 
Bureau federal de Statistique. Les informations les plus recentes m’ont ete fort 
obligeamment communiquees par M. L. Rosli, haut fonctionnaire kce Bureau. 
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exploites en regie directe. Ensuite, depuis la nationalisation des chemins 
de fer en i9io> il ^ etabli des budgets et des comptes distincts pour 
cette grande entreprise dont la responsabilite administrative et 
financi^re incombe k la Confederation, mais qui n’cst pas soumise k 
la gestion de son ministere des finances. Enfin, depuis fort avant la 
guerre mondiale et surtout pendant et immediatement apres celle-ci, 
les depenses exceptionnelles les plus importantes ne furent pas inscrites 
au budget, mais portees a un compte special. Ce compte, dit compte 
capital ou bilan, etait alimente par les emprunts dont le service seul 
figurait au budget. Depuis la guerre on versa de plus a ce compte le 
produit des impots de guerre. 

Si ces m^thodes, fort discutables en elles-memes,* n’ont pas donne 
lieu k tous les abus qui s’attachent en general aux budgets cxtraordinaires, 
c’est qu’elles etaient appliqu^es par des magistrats probes et le plus 
souvent doues du gout de Tordre et de Teconomie qui caracterise peut- 
etre encore et qui, jusqu’a la guerre, caracterisait certainement le 
peuple suisse. Mais si meme ces methodes se sont revelees relativement 
inoffensives dans la pratique, elles ne sont certcs pas pour faciliter la 
t^che de I’historien. 

Sans rendre compte ici de tous les obstacles que nous avons du 
surmonter pour cela, nous avons cherche k ne presenter dans les tableaux 
que des chiffres comparables les uns aux autres. Nous avons appele 
recettes et depenses ordinaires de la Confederation celles qui figurent 
au compte d’administration. Elies ne comprennent que les excedents 
ou deficits nets des exploitations en regie et sont totalement distinctes 

* C’est Ik du reste Tavis du Gouvernement actuel, ainsi que Tatteste le passage 
suivant extrait du Message du Conseil f^d^ral k TAssembl^e f^d^rale concernant 
le Budget de la Confederation pour 1930, p. i: “Rappelons ici que depuis 1886, 
au chapitre des depenses ordinaires est venue chaque annee s’ajouter une liste 
importante de depenses extraordinaires. Celles-ci atteignirent parfois, dejk 
avant la guerre, des chiffres relativement eieves. II va de soi qu’elles devaient 
grandir demesurement dans le bouleverscment de la periode de guerre. Elies 
restkrent considerables pendant toute la periode de Timmediat aprks-guerre. 
Elles s’eievkrent encore k 1S2 millions de francs en 1920. Elies sont ramenees k 
41 millions en 1925 pour tomber progressivement et descendre enfin k 14 
millions en 1928. Le Conseil federal a resolu depuis longtemps de supprimer 
definitivement le chapitre des depenses extraordinaires pour faire figurer toutes 
les depenses, sans exception, au budget et au compte administratif. Les 
circonstances, mais surtout les decrets comportant comptabilisation directe 
de certaines grosses depenses au compte capital Ten ont empeche jusqu’en 
1929. Nous sommes heureux de pouvoir rompre avec une methode budgetaire 
dangereuse pour vous presenter, enfin, un budget repondant en tout point 
aux exigences de Euniversalite.’^ 
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de celles des chemins de fer. Pour les besoins de notre expose nous 
avons reuni sous le nom de recettes et depenses extraordinaires des 
sommes qui ne figurent pas comme telles dans la comptabilite federale. 
Aux recettes nous avons inscrit le rendement des trois impots de guerre 
et aux depenses les frais occasionnes directement et indirectement par 
la guerre. Ces frais se composent du cout de la mobilisation de Tarmee 
et du deficit net des vastes operations commerciales entreprises par le 
Gouvernement federal pour assurer le ravitaillement du pays de 1914 
a 1919. 

Si nous examinons la courbe des depenses ordinaires,* nous constaterons 
que des Torigine elle n’a cesse d’etre ascendante. Ce mouvement 
ascendant qui, pendant un demi-siecle s’est maintenu dans des limites 
qui nous paraissent aujourd’hui singulierement modestes, s’accelerait 
deja au cours de la premiere decennie du present siecle. Des 1910 le 
Gouvernement le signalait dans les termes suivants en presentant au 
Parlement son projet de budget pour 1911: 

Tandis que rensemble des recettes et celui des depenses ^taient months peu 
a peu de 7 k 103 millions de francs, en nombre rond, de 1849 k 1900, soit 
durant un demi-siecle, Taugmentation est de plus de 50 millions durant la 
derni^re p^riode d^cennale et elle attcint meme ii millions de 1910 a 1911. 
Cette progression excessive d^montre avec quelle rapidity extraordinaire se 
d^veloppe aujourd’hui le manage He la Confederation.! 

Quant k la question deja posee plusieurs fois dans nos precedents rapports, 
a savoir s*il est possible de procurer k la Confederation de nouvelles ressources 
dans un avenir prochain, nous avons des raisons d’en douter, etant donnes 
le rencherissement general de la vie, le resserrement des affaires et les nombreux 
imp6ts qui pesent dejk assez lourdement sur notre population. En tout cas, 
Line tentative de ce genre se heurterait k de tres serieuses difficultes. II ne nous 
resterait done guere, pour le moment, d’autre alternative que de nous efforcer 
d’equilibrer nos budgets avec les ressources dont nous pouvons disposer 
aujourd’hui; mais il importe que nous usions de la plus stricte ^conomie et d*une 
extreme reserve dans Tapprobation des credits qui n’ont pas un caractkre 
d*urgence.{ 

C’etait de la vigilance. Ce n’etait pas encore de Tinquietude. Mais 
lorsqu’en 1913 un deficit d’environ 5 millions fit son apparition, le 
Gouvernement s’alarma serieusement. II envisagea la necessite de 
certaines economies et chargea un expert financier du soin de lui 
proposer de nouvelles ressources destinees a retablir Tequilibre dange- 
reusement compromis. 

* Cf. tableau I et graphique I, p. 546 et 547 ci-dessous, 

t Message du Conseil fdd^al a VAssemhye fdddrale concernant le budget de 
Vexercice igiiy p. III. { Ibid., p. V. 
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En eclatant au debut d’aout 1914, la guerre mondiale provoqua 
naturellement une crise aigue. Non seulement les depenses allaient 
prodigieusement s’enfler, mais encore Ics previsions de recettes allaient 
etre cruellement de9ues. 

Le premier mouvement du Gouvernement fut de reduire les 
depenses ordinaires par diverses mesures d’economie, notamment en 
matifere de personnel. La diminution des depenses ordinaires en 1914 
et 1915 est, pour une part, le fruit de ces efforts. Mais pour une part 
aussi cette diminution resulta de Tabaissement des depenses militaires 
ordinaires. 

Dte avant Touverture des hostilites entre ses voisins, la Suisse 
mobilisa toute son armee. II s’ensuivit, outre une tres lourde charge 
extraordinaire, sur laquelle nous reviendrons, une certaine attenuation 
du budget militaire tel qu*il etait etabli en vue du temps de paix. 

Les depenses ordinaires, apres avoir baisse de 5 a 6 % en 1914 et 
1915, ne tarderent pas a se relever tres sensiblement des 1916. Ce 
rel^vement fut de Tordre de 4 % par rapport a 1913 en cette annee, 
de 37 % en 1917 et de 62 % en 1918. Les depenses ordinaires con- 
tinuerent a augmenter jusqu’en 1921, ou dies atteignirent un premier 
maximum de 317 millions, un peu plus de trois fois le montant de 
celles de 1913 que le Gouvernement de Tepoque avait jugees excessives 
et a peine tolerables, 

Ce qui explique cette rapide evolution cc fut d^abord Eaugmentation 
du service de la dette. Les neuf millions que celui-ci absorbait en 1913 
^taient devenus 116 millions en 1921, soit un montant superieur k 
celui du principal de la dette d’avant-guerre. 

L’evolution s’explique ensuite par I’augmentation du nombre et 
des traitements du personnel federal. L’augmentation des traitements 
fut pour une part imposee par le rencherissement de la vie et pour 
une part favorisee par I’accroissement general des depenses publiques 
et par ses repercussions psychologiques dans les milieux gouverne- 
mentaux et parlementaires. Une fois la premiere panique passee, le 
credit de la Confederation s’etant avere d’une solidite inesperee, le 
Gouvernement, reconforte sinon rassurc quant a I’avenir, semble en 
avoir con9U une generosite quelque peu febrile. Preuve en soit le 
curieux passage suivant, extrait du Message accompagnant le budget 
de 1916. Pour justifier I’augmentation de traitements, le Gouverne¬ 
ment alleguait, outre le rencherissement considerable de la vie, le fait 
que le surplus de depenses resultant de ses propositions, “important 
en lui-mSme, perd cependant de son importance s’il est compare avec 
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tous les autres sacrifices 6normes que les ^venements de la guerre ont 
deji imposes et imposeront encore en 1916 aux finances de la Con¬ 
federation.’'* 

Parallelement a I’impressionnante augmentation des depenses 
ordinaires, se poursuivait celle des depenses extraordinaires.f Les 
frais de la mobilisation k eux seuls, en 1919, atteignirent un total de 
plus de 1,200,000,000 de francs. Ces depenses pour I’annee 1914 
avaient dijk depasse celles de toute I’administration ordinaire de la 
Confederation et en 1915, 1916 et 1917, dies atteignirent un chiffre 
presque double. En outre, des le debut de la crise, la Confederation 
dut se faire importateur et transporteur de denrees alimentaires pour 
assurer le ravitaillement du pays soumis par les belligerants a un blocus 
de plus en plus rigoureux. Les operations entreprises de ce fait se 
traduisirent par un excedent de depenses, qui, ajoutees aux frais de 
la mobilisation et aux depenses ordinaires, porterent le fardeau annuel 
k un total de plus d’un demi-milliard par an. 

Ce fardeau, loin de s’attenuer a la demobilisation, k la fin de 1918, 
continua d’augmenter jusqu’en 1924. L’accroissement du service de la 
dette, la liquidation tr^s onereuse de diverses entreprises de guerre, 
puis I’aide aux chomeurs dans la crise des annees 1920 et suivantes, 
tout contribuait, malgre une fiscalite de plus en plus energique et de 
serieux efforts d’economies, a retarder le retablissement de I’equilibre. 
Ce retablissement ne paraissait definitivement acquis qu’en 1924, date 
k laquelle enfin I’amortissement de la dette publique commen9ait k 
I’emporter sur les nouveaux appels au credit auxquels on avait dfl 
recourir. 

L’ameiioration de la situation qui en resultait ne fut cependant 
que d’assez courte duree. Des 1932, le compte ordinaire accusa de 
nouveau un leger deficit et le budget de 1933, etabli il est vrai avec un 
pessimisme salutaire, fait prevoir un nouvel et tres sensible accroisse- 
ment de ce deficit. 

Quelle fut, en face des avalanches successives de depenses que la guerre et 
I’apres-guerre avaient dedenchees, I’attitude du Gouvernement suisse? 

En aout 1914, sa situation n’etait assurement pas enviable. Son 

* Message du Conseil fdddral h VAsseniblde fdddrale concemant le budget de 
Vexercice 1916^ p. IV. 

t Cf. tableau II et graphique II, p. 548 ci-dessous. Nous n’avons presente 
ici que les donnees pour les annees 1914 h 1919, les variations et les complexites 
de la comptabilite federale ne nous ayant pas permis d'etablir des chiffres 
comparables pour les annees suivantes. 
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budget ordinaire du temps de paix etait deji legferement desequilibr^. 
La mobilisation de toute Tarmee s’imposait et la Confederation devait 
seule assumer la charge du demi-million de francs par jour environ 
que devait couter son entretien en campagne. D’autre part les ressources 
faisaient defaut. Les recettes douanieres, qui representaient plus de 
8o % du revenu federal en temps ordinaire, tarissaient par suite de 
I’arret des importations. Tout le domaine des impots directs etait, de 
par la Constitution meme, reserve a la fiscalite cantonale dont les 
embarras, quoique moindres, n’etaient pas pour disposer les gouverne- 
ments locaux k la generosite envers le pouvoir central. 

En attendant les revisions cons tit utionnel les necessaires, il ne 
restait done guere que le recours au credit. Ce credit, il est vrai, etait 
de premier ordre. Une organisation bancaire et un institut d’emission 
dont le caractere et les r&erves leur permettaient de venir promptement 
au secours de la Tr&orerie federale sans compromettre trop dangereuse- 
ment la tenue de la monnaie; une population econome, aisee et animee 
d’un ardent esprit patriotique qui la portait a repondre avec empresse- 
ment aux appels du pays; une dette consolidee faible et bien classce, 
dont la Confederation etait elle-meme Tun des principaux porteurs: 
tous ces facteurs favorisaient une politique d’emprunt. 

Ayant fait face aux necessites immediates en puisant dans ses propres 
reserves et en recourant aux avances de la Banque Nationale, le 
Gouvernement federal emit des novembre 1914 un premier emprunt 
a long terme. Le r&ultat depassa son attente. D’un montant nominal 
de 50 millions, il en rapportait plus de 179, quoique son taux n’ait ete 
que de 5 %. Le tableau suivant indique les dates, les modalites et 
les r&ultats de tous les emprunts emis par le Gouvernement federal 
pendant la guerre sur le marche interieur : 


Date de remission 

Montant 

Cours 

Taux 

K^ultat 
de la 

Nombre de 

Reniboursable 

Ann^ 

Mois 

(en niilliers 
do francs) 

d’^mission 
cn % 

souscription 
(en niilliers 
de francs) 

soiiscrip- 

teurs 

de. 

k . 

1914 

XI 

50,000 

100 

5 

179,107 

28,29s 

1919-34 

1915 

VII 

100,000 

96 J 


190,580 

? 

1926-55 

1916 

II 

100,000 

97 i 

4 l 

124,909 

24,496 

1921 

1916 

\lfVU 

100,000 

97 

4 i 

127,371 

21,283 

1926 

1917 

II 

100,000 

96 

44 

139,154 

25,968 

1932 

1917 

viA^ii 

100,000 j 

96 

44 

150,423 

23,681 

1934 

1918 

I 

150,000 

100 

S 

151,466 

31,601 

1948 

1918 

X 

100,000 

99 i 

5 

117,048 

1 

24.657 

1924 
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De plus, en mars 1915, le Gouvernement suisse emprunta $15,000,000 
a New York, ^ 5^ %, pour financer ses importations de cereales. 

Malgre le succes de ces operations de credit et meme pour assurer 
ce succfes, la Confederation dut naturellement chercher aussi k aug- 
menter ses revenus fiscaux. Cette necessite etait d'autant plus imperieuse, 
qu’ainsi que nous Tavons deja observe, la guerre eut pour effet de 
diminuer fortement le rendement des douanes et celui des diverses 
regies publiques qui constituaient les principales et presque les seules 
recettes du budget federal. 

T>hs 1915 le taux de la taxe d’exemption du service militaire fut 
double. Mais cet impot, frappant la fortune personnelle et celle 
escomptee par heritage des jeunes gens exemptes pour raisons de sante 
de Tobligation militaire, ne fut pas d’un grand secours. Son rendement, 
partage par parts egales entre la Confederation et les cantons, ne 
rapporta jamais a celle-la beaucoup plus de 5 millions par an. 

Des 1915 aussi, le Gouvernement federal obtint du peuple le droit 
de prelever en une fois sur la fortune et sur les salaires un impot excep- 
tionnel de guerre. Apres cession de 20 % de son rendement aux cantons, 
il rapporta environ 100 millions a la Confederation. 

D^s 1917, le Gouvernement federal commen^a a percevoir un 
impot annuel sur les benefices de guerre qu’il avait decrcte lui-meme 
en vertu de ses pleins-pouvoirs. Cet impot, qui ne fut abroge qu'en 
1920, fut extremement productif. Meme apres cession de 10 % de son 
rendement aux cantons, il rapporta a la Confederation 670 millions, 
dont plus de 250 millions avant la fin de la guerre. Comme Timpot 
de guerre, il alimenta le budget extraordinaire et vint ainsi couvrir 
une part appreciable des depenses de mobilisation et de ravitaillement. 

Depuis 1918 nous voyons figurer au compte d’administration une 
somme de plus de 9 millions tiree de divers droits de timbre introduits 
I’annee precedente. Cet ensemble d’impots sur remission, le revenu 
et la negociation des valeurs mobilieres, fut encore developpe par la 
suite, de sorte qu’il arriva k rapporter pres de 69 millions a la Con¬ 
federation en 1928, annee de son rendement maximum. 

Enfin, apres avoir rejete une proposition d'impot direct federal 
d’initiative socialiste en 1918, le peuple accepta Tan suivant un second 
projet d’impot de guerre extraordinaire que lui avait soumis le Gouveme- 
ment. Ce nouvel impot direct sur la fortune et le produit du travail 
fut per^u jusqu’a Fan dernier. Son rendement, partage entre la Con¬ 
federation et les cantons dans le rapport de 4 a i, rapporta a celle-1^ 
plus d’un demi-milliard. 

Toutes ces recettes, dont les unes furent temporaires et dont les 
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autres sont devenues permanentes, contribuferent certes k consolider 
les finances de la Confederation. Elies furent puissamment soutenues 
en cela par les revenus douaniers. Ceux-ci, qui se releverent trte 
rapidement de leur chute des la fin de la guerre et qui, en 1931, se 
mont^rent un chiffre qui fut k celui de 1913 comme 37 est k 10, 
eussent suffi k eux seuls iequilibrer un budget plus detrois fois superieur 
k celui d’avant-guerre. Mais Taccroissement des depenses avait 6 t 6 
encore plus rapide. 

Pour suppleer a Tinsuffisance de ses recettes, tant de son compte 
d’administration que de son compte capital, le Confederation a done 
du s’endetter tres lourdement. De in millions qu’elle etait en 1913, 
la dette publique flottante et consolidee monta a 1478 millions en 
1918 et k 2093 millions en 1930.* Elle venait a peine de subir ses 
premieres reductions que deja la crise actuelle mena9a la suite de son 
amortissement. De plus les Chemins de fer federaux (C.F.F.), dont le 
budget est garanti par la Confederation, ont vu se doubler leur dette 
qui, d’environ milliard en 1913, est aujourd’hui de prte de 3 milliards. 
Et, fait beaucoup plus grave encore, le rendement reduit des C.F.F. ne 
leur permet plus d’assurer Famortissement de cette dette par leurs 
propres moyens. 

Comme, d’autre part, les dettes des cantons ont a peu pr^s double 
au cours des vingt dernieres annees et que celles des communes, dont 
le montant total n’a pas ete calcule, ont probablement augmente dans 
une proportion egale, la situation du contribuable suisse est aujourd’hui 
serieuse, pour ne pas dire alarmante. Calculee par tete de la population, 
la charge moyenne des dettes federales et des dettes consolidees des 
cantons, qui etait en 1913 de fr. 637,40, devint en 1932 de fr. 1588,80.^ 
Dans ce total la part afferant a la Confederation monta pendant cette 
p6riode de 68 % i 75,8 %. 

Chose assez curieuse, au cours de cette evolution oil nous voyons 
les depenses, les recettes et les dettes de la Confederation augmenter 
sensiblement plus vite que celles des cantons, les subventions versees 
annuellement par celle-li a ceux-ci ont augmente dans une proportion 
beaucoup plus forte encore.J C’est la, avec Faccroissement absolu et 

* Cf. tableau III et graphique III, p. 548 et 549 ci-dessous. 
t Cf. tableau IV et graphique IV, p. 550 et 551 ci-dessous. 
i Cf. tableau V et graphique V, p. 552 ci-dessous. Par subventions ordinaires 
et extraordinaires on entend celles que la Confederation s*est obligee k verser 
aux cantons, les premieres en vertu d’une loi generale, les secondes par une 
decision speciale. Les parts legales sont les sommes due saux cantons par 
suite de la perception d’un imp6t federal dont une quote-part du rendement 
leur a ete reservee. 
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relatif de la charge fiscale et de la dette publique, le ph^nom^ne politique 
le plus remarquable de cette epoque troubl^e. II atteste un progris tr^s 
appreciable de la centralisation qui caracterise toute Thistoire de la 
Suisse depuis trois quarts de siecle. 


Quant i Tavenir, trop d’^lements d’incertitude pisent sur lui pour 
qu’il soit possible de le pr^dire avec quelque assurance. Ce qui parait 
evident, c’est que le peuple suisse aura bientot a prendre des resolutions 
decisives. II aura k choisir entre une politique qui, dotant la Con¬ 
federation de nouvelles ressources, tendra fatalement k reduire encore 
Tautonomie des cantons, et une politique qui, emancipant k nouveau 
les cantons de la tutelle de plus en plus lourde de la Confederation, 
devra reduire les charges de cette derniere. Le federalisme, qui 
combat la centralisation et defend Fautonomie cantonale, a incontestable- 
ment gagne du terrain dans I’opinion suisse depuis une generation. 
Mais la tendance contraire s’est non moins incontestablement affirmee 
dans les faits par suite d’une evolution qui parait presque fatale. 

La Suisse offre ainsi une analogic de plus avec FEuropc, dont on a 
si souvent dit qu’elle etait Fimage reduite. Comme le politique tend 
au nationalisme en Europe et Feconomique k Funion, de meme le 
politique favorise en Suisse le federalisme et Feconomique la centralisa¬ 
tion. Le probieme fondamental pour le legislateur en Suisse, comme 
en Europe et dans le monde, n^est-il pas de concilier ces tendances 
contraires ? Et la meilleure solution, sur le plan national comme sur le 
plan international, ne sera-t-elle pas celle qui, tout en respectant le plus 
scrupuleusement ce qui est vraiment respectable dans Famour de la 
plus petite patrie, assurera au mieux la security et la prosp6rite qui 
sont les biens supremes de la plus grande ? 
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Graphique I 

1860-1933 RECETTES ET DEFENSES ORDINAIRES DE LA CONFEDERATION 
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R«cettes de k Confederation (Compte d’administration) .Depenses de la Confederation (Compte d’administration). 




Tableau II et Graphique II 

1914-1919 RECETTES ET DEFENSES EXTRAORDINAIRES PENDANT LA GDERRE 


Ann 6 os 

Receltes extraordinaires imp 6 t 

de guerre depuis 1916; Imp6t fM6ral 
sur les b 6 n 6 fices de guerre, depuis 1917) 

Ddpenses extraordinaires 

I (Mobilisation et 

Ravitaillcmcnt) 

1914 

en 1,000 frs. 

en 1,000 frs. 

129,726 

1915 

— 

225,733 

1916 

56,492 j 

355,365 

1917 

114,562 ! 

288,354 

19x8 
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Graphique III 

1850-1932 DETTE DE LA CONFEDERATION 
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Tableau IV 

1913-1932 CHARGE DE LA DETTE DE LA CONFfiD^RATION 
ET DES CANTONS PAR TETE D’HABITANT 


Ann6es 

Dette fdd^r. avec 
C.F.F. consolidte 
et flottante par t£te 

Total des dettcs 
des cantons 
(consolid6e) par t^te 

Total par tftte 
des dettes 

f£d6rale et cantonale 


Frs. 

Frs. 

Frs. 

1913 

433,45 

203,95 

637,40 

1914 

471,20 

209,40 

680,60 

1915 

538,0s 

224,55 

762,60 

1916 

617.9s 

235.80 

853,75 

1917 

698,1s 

236,10 

934,25 

1918 

848,30 

251,40 

1,099,70 

1919 

970,00 

284,30 

1,251.60 

1920 

1,042,45 

318,20 

1,360,6s 

1921 

1,132,50 

352.25 

,.484,75 

1922 

1,154,90 

363.05 

1.5,7.95 

1923 

1,208,80 

370,25 

,.579.05 

1924 

1,229,10 

387.85 

,.6,6,95 

1925 

1,241,85 

398,40 

,.640,25 

1926 

1,231,50 

394.40 

,.625,90 

1927 

1,242,20 

398,5s 

,.640.75 

1928 

1,241,80 

396,60 

1,638,40 

1929 

1,218,85 

388,20 

,.607,05 

1930 

1,214,15 

386,3s 

1,600,50 

1931 

1,197,25 

386,3s 

1.583,60 

1932 

1,203,80 

385,00 

1,588,80 
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Tableau V et Graphique V 

1913-1932 DfiVELOPPEMENT DES SUBVENTIONS ET PARTS 

lEgales versEes par la confederation aux cantons 


Annies ^ 

i 

Subventions ordinaires et 
extraordinaires (Total) 

Parts 16 gales 

Total des Subventions et 
Parts 16 galcs 


Frs. 

Frs. 

Frs. 

1913 

24,851,089 

12,653,375 

37,304,464 

1914 

21,459,414 

12,174,879 

33,634,293 

1915 

19,880,007 

15,492,720 

35,372,737 

1916 

19,082,011 

28,034,676 

47,116,687 

1917 

27,47*1291 

23,893,583 

33,365,874 

1918 

50,328,176 

32,121,744 

82,649,920 

1919 

92,599,369 

37,741,316 

130,340,685 

1920 

93,298,457 

47,622,313 

142,920,770 

1921 

103,541,096 

25,612,811 

129,153,907 

1922 

166,913,017 

41,282,722 

208,195,739 

1923 

115,282,624 

i 25,550,674 

140,833,298 

1924 

80,880,781 

25,994,618 

106,875,399 

1925 

93,474,112 

26,739,441 

120 , 213,553 

1926 

80,302,423 

55,183,725 

135,486,148 

1927 

71,075,447 

36,072,208 

107,147,655 

1928 

80,826,473 

39,123,325 

119,949,798 

1929 

84,667,079 

44,394,390 

129,061,469 

1930 

104,352,110 

69,504,897 

i 73)857»007 

1931 

129,838,177 

39,173,807 

169,011,984 



Total des subventions ordinaires et extraordinaires. 

Parts l^gales. —■ " ■ " i Total des subventions et parts legates. 
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DIE SEKUNDARE KRISE UND IHRE 

Uberwindung 


WILHELM ROPKE, Universitdt Marburg a.d. Lahn 

I 

Die modernen Sozialokonomen geraten nicht in Verlegenheit, wenn 
sie erklaren sollen, warum es iiberhaupt zu der gegenwartigen Weltkrise 
gekommen ist. Es hat eine Zeit gegeben, in der die relative Stabilitat 
des allgemeinen Preisniveaus wahrend der letzten amerikanischen 
Hochkonjunktur viele dariiber hinwegtauschte, dass sich unter dieser 
gef^rlich beruhigenden Decke die grosste Wirtschaftsexpansion 
vollzog, die die Wirtschaftsgeschichte in einem so kurzen Zeitraum 
bisher gesehen hat. Heute durften alle verstanden haben, dass die 
gegenwartige Wirtschaftskrise in ihrer Grundanlage und in ihren 
Urspriingen nichts anderes gewesen ist als die aus der hundertjahrigen 
Geschichte der Konjunkturen bekannte und durch die bisherige 
Konjunkturtheorie hinreichend erklarte und verstmdlich gemachte 
Reaktion auf eine Periode forcierter Investitionshaufung. Auch das 
Verstandnis dafiir, dass diese Reaktion ungewohnlich intensiv und 
schmerzhaft sein musste, diirfte keine Schwierigkeiten bereiten, wenn 
man die Steilheit der abfallenden Kurve mit der Steilheit der vor- 
aufgehenden ansteigenden Kurve vergleicht. Nimmt man noch hinzu, 
dass diese unvermeidliche Reaktion in eine Weltwirtschaft hineinplatzte, 
die bereits voll von unerhorten wirtschaftlichen und politischen 
Spannungen war und diese Spannungen bis dahin im wesentlichen 
nur durch eine riesenhafte internationale Kreditgewahrung eini- 
germassen ausgeglichen hatte, so ist der Schluss berechtigt, dass uns 
Ursprung und Charakter der Krisis im allgemeinen keine ungelosten 
Ratsel mehr aufgeben. Natiirlich sind auch hier noch langst nicht alle 
Fragen geklart, und manche Meinungsverschiedenheit harrt noch der 
Versohnung. Selbst wenn wir davon absehen, dass hier und dort die 
Unvermeidlichkeit der Reaktion keineswegs anerkannt wird — ein 
Eindruck, den man z. B. von Keynes nach seinem Treatise on Money 
gewinnt —, so bleibt doch selbst im Kreise derjenigen, die die Krise 
als eine unvermeidliche Reaktion auf die voraufgegangene Expansions- 
periode ansehen, sehr viel Raum fiir eine mehr oder weniger belebte 
Diskussion, in deren Mittelpunkt vor allem die Frage steht, wie denn 

s* 
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die Unvermeidlichkeit der Reaktion zu begriinden ist. Sicherlich sind 
noch nicht alle Vertreter jener Form der monetaren Konjunkturtheorie, 
die in der Steigerung des allgemeinen Preisniveaus das Kriterium 
einer von der Reaktion bedrobten Hochkonjunktur erblickt, durch die 
Erfahrungen der jiingsten amerikanischen Hochkonjunktur von der 
Revisionsbediirftigkeit ihrer Theorie liberzeugt worden, um so weniger, 
als die Erforschung der Kritericn des wirklich “neutralen’’ Geldes 
erst in den Anfangen steckt. In dieser Diskussion diirfte ferner die auch 
von mir fiir ausserordentlich wichtig gehaltene Frage eine Rolle spielen, 
ob die heute fast schon axiomatisch gewordene Kapitalmangeltheorie 
als eine Theorie der Unvermeidlichkeit der Reaktion einer riicksichtslcs 
eindringenden und auch vor einem so chrwiirdigen Namen wie Bohm- 
Bawerk nicht haltmachenden Analyse des volkswirtschaftlichen 
Gesamtprozesses standhalten wird, und die weitere Frage, welche 
andere Erklarung fiir den Zusammenbruch der Expansionsperiode an die 
Stelle der moglicherweise unhaltbar werdenden Kapitalmangeltheorie 
gesetzt werden soil. Wir kdnncn uns vorstellen, dass es bei einer solchen 
Diskussion hoch hergehen wiirde, und dass sich dabei sehr gute Freundc 
ernstlich aneinander erhitzen konnten, aber wir wollen sie an dieser 
Stelle und in diesem Augenblicke nicht entfesseln, nicht um des lieben 
Friedens willen—der wissenschaftliche Pazifismus pflegt bekanntlich 
mit um so starkeren geheimen Riistungen einherzugehen! —, sondern 
um die Diskussion auf eine Frage zu lenken, in der die Meinungen 
noch weit schroffer auseinandergehen, und zwar deshalb, weil hier im 
Augenblick noch fast alles auf tastenden Hypothesen beruht und sich 
hier um so unbehinderter das Temperament entfaltet, das sich an der 
ungeheuren praktischen Wichtigkeit einer richtigen Antwort entzundet. 
Wir meinen damit die Frage, wie es zu der morderischen Degenerierung 
der gegenwdrtigen Krise kommen konnte, die nachgerade das gesamte 
Sozialsystem des Abendlandes in seinem Bestande bedroht. 

2 

Wir wiederholen, dass niemand von uns auf die Frage, wie es denn 
iiberhaupt zu dieser Krise hat kommen konnen, um eine einleuchtende 
und mit der Gesamttendenzder modemen Nationalokonomie harmonie- 
rende Antwort verlegen ist. Aber Verlegenheit oder doch zum mindesten 
Unsicherheit zeigt sich, wenn wir die unheimliche Hartnackigkeit 
und den riickfalligen Charakter der Krise erklaren sollen, und unserer 
Unsicherheit in der Aetiologie und Diagnose entspricht unsere 
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Unsicherheit in der Therapie, die wir dadurch zu verdecken geneigt 
sind, dass wir unseren Gegner als “sadistisch”—wenn er eine restriktive 
Krisenpolitik empfiehlt — oder als “frivor’ bezeichen — wenn er eine 
expansive Krisenpolitik empfiehlt. Je weiter die Krisis fortschritt 
und je weiter die Hoffnung auf die Wiedergewinnung eines neuen 
wirtschaftlichen Gleichgewichts hinausgeschoben wurde, um so zwei- 
felhafter wurde es, ob die Situation noch langer mit unseren iiber- 
kommenen sozialokonomischen Denkkategorien verstanden werden 
konne. Sollte die Krise noch nach Jahren nur deshalb nichts von ihrer 
Scharfe verlieren und sich sogar noch verschlimmern, weil dieselben 
Ursachen, die zu ihrer Entstehung gefiihrt haben, mit unverminderter 
oder gar gesteigerter Intensitat nachwirken? Immer kleiner wurde die 
Zahl derjenigen, die bereit waren, diese Frage zu bejahen, und immer 
grosser die Zahl derjenigen, die davon sprachen, dass die Krise ihren 
urspriinglichen Sinn der Reinigung und Readjustierung verloren hatte 
und zu einem sinnlosen Prozess morderischer Zerstorung degeneriert 
war. So entstanden schliesslich drei grosse Gruppen, die sich noch 
immer erbittert befehden. 

Die erste Gruppe wird von denjenigen gebildet, die noch immer 
darauf beharren, dass die gegenwartige Krise auch in ihrem weiteren 
verhangnisvollen Verlaufe mit denselben Massstaben wie friihere 
Krisen zu messen sei und trotz ihrer riesenhaften Ausmasse und trotz 
ihrer beispiellosen Hartnackigkeit noch immer als ein unvermeidlicher 
und sinnvoller Reinigungsprozess angesehen werden miisse, aus dem 
von selbst ein neuer Konjunkturaufstieg hervorgehen wird, sobald die 
Reinigung und Readjustierung beendet und die verloren gegangene 
Flexibilitat der Volks- und Weltwirtschaft wiederhergestellt ist. 
Jeder Versuch, diesen Readjustierungsprozess aufzuhalten oder 
abzukiirzen, wird daher von ihncn aufs strengste verurteilt. Er ist in 
ihren Augen nur geeignet, nach kurzer triigerischer Besserung einen 
um so schlimmeren Riickfall herbeizufiihren. Sie konnen nicht leugnen, 
dass diese Krise durch einen gewaltigen Kontraktionsprozess von sehr 
zusammengesetzter Natur charakterisiert ist, und sind wohl auch 
widerstrebend bereit, diesem Prozess die Bezeichnung “Deflation’* 
zuzugestehen, aber diese “Deflation” ist nach ihrer Meinung nicht 
etwa eine selbsttodige Krankheitserscheinung wie die Inflation, 
sondern die unvermeidliche Form, in der sich der Anpassungs- und 
Reinigungsprozess vollzieht. Die Konjunkturpolitik, die sie empfehlen, 
ist eine rein passive. Ihr Programm ist: Anpassung, Senkung, Ein- 
schrankung, Fallenlassen. 
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Die zweite Gruppe bilden diejenigen, die sich auf die Meinung 
festgelegt haben, dass die gegenwartige Weltkrise einen Total- 
zusammenbruch unseres Wirtschaftssystems bedeutet, und daraus 
den Schluss ziehen, dass jede Hoffnung, sie im Rahmen und mit den 
Methoden dieses Wirtschaftssystems zu iiberwinden, vergeblich ist. 
Fur sie ist jede Art von Konjunkturpolitik in dem bescheidenen Sinne 
einer sich im Rahmen unseres Wirtschaftssystems bewegenden Politik, 
eine Politik ohne historische Perspektiven, die mit Massstaben arbeitet, 
uber die diese Krise weit hinausgewachsen ist. Sie werden also, 
unbekiimmert um die damit einhergehende ungeheure Verscharfung 
der Krise, das Heil in einem neuen Wirtschaftssystem suchen. Kom- 
munisten, Sozialisten und konservative Antikapitalisten finden sich 
hier eintrachtig beieinander. 

Diese beiden Gruppen repr^entieren zwei extreme Richtungen, 
zwischen denen jene dritte Gruppe liegt, der ich mich selbst zurechne, 
weil mir fiir die Ueberlegenheit ihrer Argumente iiberwaltigende 
Griinde zu sprechen scheinen. Wir halten uns in kiihler Distanz zu 
neurotischen Untergangstheorien aller Art, wie sie uns in der zweiten 
Gruppe entgegentreten. Die dort vertretene Behauptung, dass sich 
in der gegenwartigen Krise der Zusammenbruch unseres Wirtschafts- 
und Sozialsystems vollzieht, ist Ausdruck einer weitverbreiteten und 
auch begreiflichen Stimmung, wie sie alien Krisenzeiten mehr oder 
weniger eigentiimlich ist, aber selbst fiir eine Wahrscheinlichkeit 
dieser Art fehlt jeder Beweis. Wir wollen nichts zu schaffen haben mit 
der Behauptung vom Ende des Kapitalismus und der Weltwirtschaft. 
Wir wissen, dass unser Wirtschafts- und unser Sozialsystem in grosster 
Gefahr schweben, aber gerade weil wir es wissen, lehnen wir ein 
passives Geschehenlassen von der Art, wie es die Vertreter der ersten 
Gruppe empfehlen, ebenso ab wie das revolutionare Gerede der 
zweiten Gruppe. Unsere Diagnose der Krise lautet im grossen und 
ganzen so: Die Krise war in ihrer Grundanlage und in ihrem ersten 
Stadium eine konjunkturelle Krise, d.h. die unvermeidliche Reaktion 
auf die voraufgehende Periode der Kreditexpansion und der In- 
vestitionshaufung in aller Welt. Man hatte daher erwarten diirfen, 
dass auf eine sehr schmerzhafte Liquidationsperiode nach spatestens 
einem Jahre ein neues Gleichgewicht der Wirtschaft sich eingestellt 
hatte. Dazu ist es aber bekanntlich nicht gekommen, vielmehr haben 
sich mehrere Umstande verschworen, um aus dieser Krise, die wir 
als die primdre bezeichnen konnen, eine sekunddre entstehen zu lassen, 
die in einem verhangnisvollen circulus vitiosus —einem wahren circulus 
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vitiosissimus — die Erreichung eines neuen wirtschaftlichen Gleich- 
gewichts immer weiter hinausschob und die Krise aus sich selbst 
heraus immer neue Nahrung finden Hess. Diese sekundare, degenerierte 
Krise ist es, mit der wir es wahrscheinlich schon seit dem Jahre 1931 
zu tun haben, und sie ist es, der unsere Analyse zu gelten hat. 

3 

Um sich den Charakter der sekundaren Krise klarzumachen, mag 
man sie mit einer krebsartigen Wucherung vergleichen, die aus einem 
gutartigen, den Korper von Giften befreienden Geschwiir entstanden 
ist. Der Reinigungsprozess, den die primare Krise darstellt, hat nun 
seinerseits einen Prozess kumulativen Niedergangs in Bewegung gesetzt, 
in dem sich die Bedingungen wirtschaftlichen Ungleichgewichts 
fortgesetzt aufs neue reproduzieren. Will man zur Charakterisierung 
der Krise das mit Vorsicht zu verwendende Wort “Deflation” benutzen, 
so kann man sagen, dass die mit der primaren Krise verbundene 
Deflation in der Tat die unvermeidliche Form ist, in der sich der 
Reinigungs- und Anpassungsprozess vollzieht, so dass es nur der 
Verl^gerung und schliesslichen Verscharfung der Krise dienen 
wiirde, wenn man in diesem Stadium versuchen wiirde, die Deflation 
durch Gegenmassnahmen aufzuhebcn. Die Erfahrungen, die man in 
dieser Richtung in den Vereinigten Staaten im Jahre 1930 hat sammeln 
konnen, sind dafiir ein hinlanglicher Beweis. Bis hierher sind die 
Vertreter der ersten Gruppe vollkommen im Recht. Die mit der 
sekundaren Krise verbundene Deflation ist jedoch von ganz anderer 
Art. Ihr Existenzgrund liegt nicht mehr in den unhaltbaren Verhalt- 
nissen, wie sie durch die Hochkonjunktur geschaffen wurden, sondern 
in einem Zusammenhang, der erst durch die primare Krise und in 
ihrem Verlaufe (unter Hinzutritt mehr oder weniger zufalliger Umstande) 
geschaffen wurde. Auch diese sekundare, “induzierte” Deflation hat 
nichts gemein mit jener Art von Deflation, wie sie im Verlaufe der 
Wahrungsgeschichte mehrfach, insbesondere in einer Reihe von Staaten 
nach dem Weltkriege, als bewusster Akt der Wahrungspolitik zur 
Hebung der Goldparitat und der inneren Kaufkraft einer Wahrung 
durchgefiihrt worden ist. Sie ist der Inflation, in der die Hochkonjunktur 
ihren monetaren Ausdruck findet, dadurch verwandt, dass sie mehr 
auf passivem Geschehenlassen als auf aktivem Eingreifen beruht, 
und insofern als “autogen” zu charakterisieren. Wahrend die primare 
Deflation als unvermeidliche Folge der konjunkturellen Inflation 
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unter alien Umstmden ihren Lauf nehmen muss, sind wir in unserem 
Handeln gegeniiber der sekundaren Deflation ebenso frei wie gegeniiber 
der konjunkturellen Inflation. Die konjunkturelle Inflation wie die 
primare Deflation bilden in ihrer Abfolge sozusagen eine Einheit, 
auf die das alte Rechtssprichwort anzuwenden ist: “Wer den sussen 
Tropfen geniesst, muss auch den bitteren schlucken.” Mit der 
sekundaren Deflation beginnt jedoch ein neuer selbstandiger Prozess. 
Es ist ein “bitterer Tropfen,” den zu schlucken wir nicht mehr ver- 
pflichtet sind. Wenn die konjunkturelle Inflation und die sekundare 
Deflation einander darin gleichen, dass sie autogen, d.h. der monetare 
Ausdruck eines eigentumlichen Verlaufs des volkswirtschaftlichen 
Gesamtprozesses sind und uns die Freiheit des Handelns lassen, so ist 
diese Parallelitat jedoch keineswegs eine vollkommene. Wahrend 
namlich die konjunkturelle Inflation eine bestimmte sozialokonomische 
Funktion hat, da sie die wirtschaftliche Entwicklung zeitlich so sehr 
komprimiert, dass man sie trotz der folgenden deflatorischen Reaktion 
von einem bestimmten wirtschaftspolitischen Standpunkte aus positiv 
bewerten kann, ist die sekundare Deflation ohne jeden Sinn und ohne 
jede Funktion, es sei denn vom Standpunkte der Fiihrer radikaler 
Parteien oder von Asketen und Puritanern, die die Not der Krise fiir 
sittlich heilsam halten. Ist es zweifelhaft, ob oder doch zum mindesten 
bis zu welchem Grade wir im Falle der konjunkturellen Inflation 
von der Freiheit unscres Handelns Gebrauch machen sollen, so sollten 
wir im Falle der sekundaren Deflation keinen Augenblick dariiber 
im Zweifel sein, dass sie mit alien Mitteln zu bekampfen ist. 

Es ist nun von grosser Wichtigkeit, sich klarzumachen, dass diese 
sekundare Deflation eine sehr komplizierte Struktur besitzt, deren 
gewaltsame Vereinfachung zu schiefen Vorstellungen von dem Ziele 
der jetzt angezeigten Konjunkturpolitik fiihrt. Hier zeigt sich, dass 
diejenigen im Recht sind, die den Ausdruck “Deflation” zur Kenn- 
zeichnung der sekundaren Krise nur mit Vorsicht verwenden, und 
zugleich sehen wir hier eine Hauptquelle der Missverstandnisse, die die 
Vertreter der ersten und der dritten Gruppe voneinander trennen. 
Dass unter der sekundaren Deflation nicht eine Politik der bewussten 
Geldwertsteigerung zu verstehen ist, wurde bereits festgestellt. 
Niemand kann behaupten, dass sie von irgendeiner Stelle bewusst in 
Szene gesetzt worden ist, so sehr sie auch durch Massnahmen einer 
schlechtberatenen Krisenpolitik gesteigert wurde. Ebenso falsch ware 
es aber, bei der sekundaren Deflation nur oder auch in der Hauptsache 
an die Entwicklung des “allgemeinen Preisniveaus” zu denken. Es ist 
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selbstverstandlich, dass das, was wir im Auge haben, wenn wir von 
sekundarer Deflation sprechen, von einer drastischen Preissenkung 
begleitet ist. Aber diese Preissenkung ist nur ein Ausschnitt aus einem 
allgemeineren Prozess und nicht einmal der wichtigste,* und das 
Ausmass dieses Prozesses erschopft sich keineswegs in dem Umfang der 
allgemeinen Preissenkung. In diesem Prozess fiigcn sich allgemeine 
Nachfrageschrumpfung, Einkommens- und Produktionsschrumpfung 
zu einem Gesamtbilde der volkswirtschaftlichen Kontraktion zusammen, 
in dem die Preissenkung nur insoweit zum Ausdruck kommt, wie die 
Produktionsschrumpfung hinter der Nachfrageschrumpfung herhinkt. 
Anders ausgedriickt: die Anpassung der Wirtschaft in der Krise 
vollzieht sich nicht bloss iiber die Preise, sondern ebenso liber die 
Mengen. Tatsachlich ist ja dcr Prozess der wirtschaftlichen Kontraktion 
in erster Linie ein Prozess der Kontraktion der Produktionsmengen 
und nur insoweit, als die Anpassung liber die Produktionsmenge nur 
unvollkommen erfolgt, auch ein Prozess der Preiskontraktion. So 
beispiellos auch die Preisstlirze aiif einzelnen Gebieten in den 
letzten Jahren gewesen sind, so ist doch zweifellos die allgemeine 
Preisbewegung der letzten Jahre nur ein schwacher Abglanz des 
allgemeinen Kontraktionsprozesses, wie er in den Ziffem der Pro- 
duktions-, Einkommens- und Arbeitsloscnstatistik zum Ausdruck 
kommt. 

Ebenso unvollkommen wie in der Preisentwicklung kommt die 
sekundare Deflation auch in der Entwicklung der Geldmenge zum 
Ausdruck. Mit dieser Feststellung betreten wir ein Gebiet, auf dem 
es sehr schwer ist, sich ohne weitausholende geldtheoretische Begriffs- 
klarung verstandlich zu machen. So mlissen wir uns an dieser Stelle 
mit der Andeutung begnligen, dass uns die Scheidung der Begriffe 
“Geldmenge” und “Umlaufsgeschwindigkeit des Geldes” stark 
revisionsbedlirftig erscheint, da sie fiir die Hauptmassc des modernen 
Geldes, das Kreditgeld, unanwendbar ist und verwirrenden Vor- 
stellungen Vorschub leistet. Es hat zwar einen sehr guten Sinn, das 
“ruhende” Bargeld von dem “umlaufenden” zu unterscheiden, aber 
es gibt kein Kreditgeld, das nicht “umlaufend” ware, d.h. es gibt kein 
Kreditgeld, ausser demjenigen, das durch die Bewegungen auf den 
Bankkonten zur Entstehung kommt. Jede andere Vorstellung beruht 

* Dass die sekundare Krise (Deflation) heute gerade in der angelsachsischen 
Literatur fortgesetzt mit dem Phanomen der Preissenkung identifiziert wird, 
ist das beharrliche Fortwirken einer Tradition, die vor allem durch die Arbeiten 
von Hayek erfolgreich bekampft worden ist. Wir kommen darauf weiter unten 
nochmals zuriick. 
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auf emem mangeinden Vertandnis der Funktionen des modemen 
Banksystems. Diese wenigen Bemerkungen machen begreiflich, dass 
es ausserordentlich schwierig ist, fiir die “Deflation/* von der hier die 
Rede ist, den zutrefFenden monetaren Ausdruck zu finden. Die 
Entwicklung der fiargeldmenge kann ihn jedenfalls nicht liefern, 
erstens, weil sie nur den Unterbau des modernen Geldsystems darstellt, 
und zweitens, weil der Bargeldbedarf zwar durch den ausserordentlich 
verringertem Umsatzbedarf vermindert, dafur aber auf der anderen 
Seite durch Bargeldthesaurierung und durch das Streben der Banken 
nach erhohter Liquiditat vermehrt wird. Das begreifliche Ergebnis 
ist also, dass die verringerte Bargeldmenge auch hier nur wieder einen 
sehr schwachen Abglanz des volkswirtschaftlichen Kontraktions- 
prozesses liefert. Ein weiteres Ergebnis ist, dass die Bargeldmenge in 
dieser Zeit einen grosseren Prozentsatz der gesamten Geldmasse eines 
Landes als vorher ausmacht, so dass sich also das Verhaltnis zwischen 
Bargeld und Kreditgeld zugunsten des Bargeldes verschoben hat. 
Daraus folgt schon an dieser Stelle, dass die Ueberwindung der 
Deflation sich weit mehr durch eine Verschiebung jenes Verhaltnisses 
zugunsten des Kreditgeldes als durch eine Vermehrung des Bargeldes 
vollziehen wird, womit einigen phantasievollen Vorstellungen iiber 
die Redeflationspolitik ein Riegel vorgeschoben wird. Im iibrigen 
bleibt uns zur Kennzeichnung der sekundaren Deflation nichts anderes 
iibrig als festzustellen, dass sich der Umfang der Deflation genau nach 
dem Umfang bemisst, in dem sich die Gesamtnachfrage der Volkswirt- 
schaft fiir eine bestimmte Zeiteinheit kontrahiert hat, wobei der 
Hauptanteil an dieser Kontraktion auf die durch Kreditgeld geltend- 
gemachte Nachfrage entfallt. Die ausseren Symptome hierfiir sind 
der Riickgang der umlaufenden Bargeldmenge (in dem gekennzeich- 
neten geringen Umfange), die “Kontenstarre** bei den Banken, die 
Verkiirzung der Bankbilanzen, die Verringerung der Clearing- 
hausumsatze und sonstige Symptome der monetar-kreditaren Kon¬ 
traktion. Diese Nachfragekontraktion steht durchaus im Vordergrunde; 
sie ist die eigentliche causa movens der sekundaren Deflation. Durch 
Wechselwirkung mit ihr verbunden ist die Einkommenskontraktion^ 
die insoweit, als sie nicht nur durch einen Riickgang in der Beschaftigung 
der Produktionsfaktoren, sondern auch durch eine Senkung der Preise 
der Produktionsfaktoren verursacht ist, zugleich eine Kostenkontraktion 
ist. Der Riickgang in der Beschaftigung der Produktionsfaktoren lasst 
die sekundare Deflation schliesslich als eine allgemeine Produktions- 
kontraktion erscheinen. Der Mechanismus der sekundaren Deflation 
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bewegt sich nun dadurch, dass ein doppelter ‘‘lag” besteht und sich so 
lange fortgesetzt aufs neue reproduziert, als nicht die causa movens der 
Deflation beseitigt ist: erstens ist es bei Fortbestehen der causa movens 
unvermeidlich, dass die Produktionskontraktion hinter der Preis- 
kontraktion herhinkt, da sie durch die Einkommenskontraktion 
fortgesetzt neue Nachfrage vom Markte vertreibt, und zweitens hat 
die Kostenkontraktion bei Fortbestehen der causa movens gleichfalls 
die Tendenz, hinter der Preiskontraktion herzuhinken. Im ersten Falle 
reproduziert sich das Missverhaltnis zwischen Angebot und Nachfrage, 
im zweiten Falle das Missverhaltnis zwischen Kosten und Preisen, 
also die Unrentabilitat der Unternehmungen, auf immer tieferem 
Niveau. 


4 

Welches ist nun jcne causa movens der sekundaren Deflation ? 

Als solche wurde oben die allgemeine Nachfragekontraktion 
bezeichnet. Indessen erhalten wir dadurch noch keinen Aufschluss 
darviber, wie diese Nachfragekontraktion zustande kommt und, anstatt 
sich automatisch aufzuheben, sich kumulativ verscharft. Es muss ein 
verderblicher circulus vitiosus sinnloser Wirtschaftsschrumpfung 
bestehen, der die Volkswirtschaft immer wieder vom Gleichgewicht 
fortfiihrt. Es muss fortgesetzt Nachfrage auf den Giitermarkten ausfallen 
und dieser Nachfrageausfall muss die Tendenz haben, seinerseits zu 
neuem Nachfrageausfall zu fiihren. Das, was hier vor sich geht, kann 
man nun auf die kurze Formel bringen, dass Einkommensbildung und 
Einkommensverwendung weit auseinanderklajfen und damit eine Grund- 
voraussetzung wirtschaftlichen Glcichgewichts immer wieder vereitelt 
wird. Mit anderen Worten: der Nachfrageausfall entsteht dadurch, 
dass Geldbetrage, die an die Einzelwirtschaften fliessen, iiberhaupt 
nicht Oder nur teilweise oder nur mit grosser Verzogerung als Giiter- 
nachfrage wieder an den Markt gelangen. Wenn wir den Nichtkonsum 
von Geldbetragen als “Sparen” bezeichnen, so ist unsere Formel 
offenbar identisch mit der bekannten Keynes’schen Formel, dass die 
Sparrate die Investitionsrate iibersteigt. Zugleich wird deutlich, dass 
eine allgemeine Nachfragekontraktion immer identisch sein muss mit 
“Sparen” ohne entsprechendes “Investieren,” wie umgekehrt eine 
allgemeine Nachfrageexpansion mit “Investieren” ohne entsprechendes 
“Sparen.” 

Um uns die Diskrepanz zwischen Einkommensbildung und 
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Einkommensverwendung klarzumachen, haben wir vor allem an die 
Unternehmer zu denken, die sich liquide halten, statt die verdienten 
Abschreibungsbetrage zu Ersatzinvestitionen zu verwenden oder gar 
Neuinvestitionen vorzunehmen, und an die Haushaltungen, die 
GeldbetrSge aufstapeln oder in Form von umsatzlosen Bankguthaben 
stehenlassen. In alien diesen Fallen wird in der Volkswirtschaft in 
grossem Massstabe auf den Ankauf von Verbrauchsgiitern verzichtet, 
ohne dass diesen “Ersparnissen’’ eine Investition in Kapitalgiitern 
gegeniibersteht. Der Versuch der Produzenten, das durch den Nach- 
frageausfall entstehende Ueberangebot durch Preis- und Kostensenkung 
und durch Produktionseinschrankung zum Verschwinden zu bringen, 
fiihrt aber so lange zu einem erneuten Nachfrageausfall, als nicht durch 
neue Investitionen oder durch Riickgang der “Ersparnisse” das 
AuseinanderklafFen von Einkommensbildung und Einkommensver¬ 
wendung beseitigt wird. Solange das nicht der Fall ist, reisst ein 
Wirbel der Wechselwirkung die Volkswirtschaft in immer tiefere 
Abgriinde hinab, denn die Schrumpfung der Wirtschaft schafft immer 
ungiinstigere Voraussetzungen fiir eine Steigerung der Investitionen. 
Einmal deshalb, weil die jetzt ausbrechende allgemeine Vertrauenskrise 
die Unternehmer noch investitionsunlustiger als vorher macht, und 
zweitens weil diese selbe Vertrauenskrise nunmehr zu den aller- 
schwersten Storungen des Geld- und Kreditsystems fiihrt, woriiber 
sogleich noch mehr zu sagen sein wird. 

Jedermann weiss, wie es zu einer solchen Degenerierung der 
jetzigen Weltkrise gekommen ist. Im Vordergrunde steht hier der 
Umstand, dass die primare Krise in einem Augenblick ausbrach, in 
dem die Welt bereits bis zum Rande mit unerhorten wirtschaftlichen 
und politischen Spannungen gefiillt war. Sie traf ferner zusammen mit 
einer Agrar-und Rohstoffkrise von noch nicht dagewesener Scharfe und 
Ausdehnung, mit einer ungeheuren internationalen Kurzverschuldung, 
mit den politisch-wirtschaftlichen Storungen und mit einem Uebermass 
von Staatseingriffen und Monopolbildungen aller Art, die den Wirt- 
schaftsprozess immer unelastischer gemacht hatten. Schliesslich kam 
es im Verlaufe dieser Entwicklung zur internationalen Kreditkrise des 
Jahres 1931, die bei hinreichender Einsicht und gutem Willen aller 
Beteiligten sicherlich hatte vermieden werden konnen. Die furchtbare 
Wirkung auf den weiteren Verlauf der allgemeinen Krise war nun, 
dass in weitesten Teilen der Welt eine fast vollige Lahmung des 
Banksystems eintrat, die seine Bereitschaft zur Finanzierung von 
Investitionen auf ein Minimum herabdriickte, dass eine Stauung und 
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Hortung von Kaufmitteln in riesigem Umfange eintrat und dass die 
Verscharfung der allgemeinen Vertrauenskrise im Verein mit dem 
weiteren jahen Sinken der Preise und im Verein mit der nun erst 
einsetzenden Zerriittung der Weltwirtschaft bei den Unternehmern 
jeden Gedanken an Neuinvestitionen, ja sogar an notwendige Ersatz- 
beschaffungen ausloschte. Ein Keil trieb dabei den anderen: Wirt- 
schaftsschrumpfung und Hysteric auf alien Gebieten verscharften sich 
gegenseitig. Von bcsonderer Bedeutung war dabei die Verwlistung der 
Effektenmdrkte, Um diesen ausserordentlich wichtigen, aber meist 
unterschatzten Faktor recht wiirdigen zu konnen, hat man sich folgendes 
klarzumachen. Wir hatten gesehen, dass das AuseinanderklafTen von 
Einkommensbildung und Einkommensverwendung nur durch Stei- 
gerung der Investitionen oder durch Riickgang der “Ersparnisse” 
beseitigt werden kann. Soli die Wiederherstellung des Gleichgewichts 
durch Steigerung der Investitionen erfolgen, so sind dafiir zwei 
Voraussetzungen notwendig. Erstens muss auf Seiten des Banksystems 
die Bereitschaft zur Gewahrung von Krediten bestehen. Diese Bereit- 
schaft ist heute in den wirtschaftlich massgebenden Landen gesichert, 
aber die lange Zeit vergeblichen Versuche in den Vereinigten Staaten, 
zusatzliche Kredite in die Volkswirtschaft zu pumpen, haben bekannt- 
lich erwiesen, dass die Kreditbereitschaft des Banksystems in dieser 
Situation nicht mehr geniigt. Es hat sich namlich die Vermutung 
bestatigt, dass auch eine noch so Starke Herabsetzung des Zinses fiir 
Bankkredite in dieser Zeit allgemeiner Investitionsunlust nicht mehr 
geniigt, um die Unternehmer zu neuen Investitionen zu veranlassen, so 
dass insoweit cine Kreditausweitung nicht die angestrebte Ausdehnung 
der Giiternachfrage, sondern nur eine Erhohung der Liquiditat 
herbeifiihrt. Die allgemeine Investitionsunlust erklart sich nun nicht 
nur aus der Vertrauenskrise, aus der Preisentwicklung und aus der 
Uebersattigung des Investitionsbedarfs in der letzten Hochkonjunktur, 
sondern auch daraus, dass neue Investitionen einstweilen nur aus 
kurzfristigen Bankkrediten finanziert werden konnen, dass aber die 
Unternehmer zu dieser Art der Finanzierung so lange nicht bereit 
sein werden, als nicht die Erholung des Effektenmarktes die Aussicht 
auf baldige Konsolidierung der kurzfristigen Investitionskredite 
eroffnet. Darum sind feste Effektenborsen eine notwendige Vor- 
aussetzung des allgemeinen Konjunkturaufschwungs, und darum ist 
jede Massnahme und jeder Vorgang, die geeignet sind, das Publikum 
von Effektenkaufen abzuschrecken, eine neue Blockierung des Auf- 
schwungs. Umgekehrt ist es angesichts der furchtbaren Verwiistungen, 
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die die Krise auf den Effektenmarkten angerichtet hat, verniinftig 
und zweckmassig, dass, wie es in den Vereinigten Staaten geschehen 
ist, AufFangorganisationen geschafFen werden, die das Ueberangebot 
an EfFekten vom Markte nehmen.* Das gleiche gilt von anderen 
organisatorischen Massnahmen, mit denen das havarierte Banksystem 
eines Landes notdiirFtig wiederausgeflickt wird, um es nach den 
Sturmen der Kreditkrise fiir eine Kreditausweitung wieder in- 
standzusetzen. 

Damit sind die hauptsachlichen Glieder jenes verhangnisvollen 
circulus vitiosus geschildert, als den sich die sekundare Krise darstellt, 
und es bleibt nur noch die Frage zu priifen, ob dieser circulus vitiosus 
uberhaupteinEndefindenkann, ehe die ganze Bevolkerung schliesslich 
bei riesenhaft sich aufturmenden Bergen unausgenutzter Produktions- 
mittel verhungert. Wir haben es erlebt, dass im VerlauFe dieses Prozesses 
die Produktion auf 70,60 ja sogar auf 50 % des urspriinglichen Umfanges 
zusammenschrumpfen kann, und hatten nur noch zu fragen, ob es 
irgendeinen Mechanismus gibt, der sie hindert, auf 10 % oder noch 
weniger zusammenzuschmelzen. Wenn nun auch diese Welt zweifellos 
nicht die beste aller denkbaren Welten ist, so ist sie doch noch sinnreich 
genug eingerichtet, um uns vor einer so monstrosen Katastrophe zu 
bewahren (die eine gewisse Verwandtschaft zu derjenigen Katastrophe 
haben wiirde, die uns die moderne Physik fiir den Fall voraussagt, 
dass es gelingen wiirde, ein Heliumatom zu sprengen). Je weiter 
namlich die Wirtschaftsschrumpfung fortschreitet, um so naher kommen 
wir dem Punkt, an dem schliesslich auch dann, wenn keine Steigerung 
der Investitionsrate stattfindet, durch eine Art von letzter Sicherheits- 
bremse das Gleichgewicht wiederhergestellt wird, und zwar dadurch, 
dass die Sparrate auf den Stand der Investitionsrate herabgedriickt 
wird. Dieser Punkt ist dann erreicht, wenn auf der einen Seite die 
allgemeine Verarmung zur Aufzehrung von Ersparnissen zwingt und 
auf der anderen Seite das Budgetdefizit des Staates auf keine Weise 
mehr durch Ausgabensenkungen oder Steuererhohungen zu decken 

* Die beispiellose Zerruttung der Effektenmarkte in den Vereinigten Staaten 
seit 1929, die hier nicht wie in Europa durch die politische Komponente 
erklart werden kann, durfte in engstem Zusammenhange damit stehen, dass 
dort in der letzten Hochkonjunktur das Sparerpublikum statt der Effekten- 
anlage in ungewohnlichem Umfange die Anlage in langfristigen Bankguthaben 
vorgezogen hat und dass die Banken dafiir ihrerseits Effektenimestierungen in 
riesigem Umfange vorgenommen haben. (Cf. das Volkcrbundsmemorandum 
Memorandum on Commercial Banks^ Genf 1931.) In der Krise sahen sich 
dann die Banken gezwungen, ihre Effektenbestande rucksichtslos zu ver- 
werten. 
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ist, ohne eine Revolution hervorzurufen. Dann hat die Krise ihren 
theoretisch tiefsten Punkt erreicht. Es ist also dafiir gesorgt, dass auch 
die schwerste Krise schliesslich von selbst iiberwunden wird, wenn 
das politische und soziale Gehause diesen ungeheuren Druck aushalt. 
Auch wenn wir tatenlos die Hande in den Schoss legen und die Deflation 
ebenso ergeben hinnehmen wie friiher die Inflation, fiihrt der Lauf der 
Dinge schliesslich zu einer Losung, — nur mit dem Unterschied, dass 
einige Tausende mehr zum Gasschlauch greifen, einige Tausende 
mehr in politischen Strassenkampfen ihr Leben verlieren und die 
allgemeine Verarmung und die HoflFnungslosigkeit der Arbeitslosen im 
Verein mit der allgemeinen Hysteric der Massen die Fundamente des 
Staates und der Gesellschaft erschiittern. Aber die Frage ist wohl 
berechtigt, warum man so lange warten soil, um so berechtigter, als 
jener tiefste Punkt der Krise erst nach schwersten innerpolitischen 
Kampfen erreicht wird, in denen die finanzpolitischen Puritaner mit 
den Kraften ringen, die sich gegen diesen Puritanismus stemmen. 
Wenn nicht irgendwelche ausseren Ereignisse eintreten, die schon 
friiher eine Krisenwende herbeifiihren (etwa ein sensationelles Ereignis 
der Politik, das mit einem Schlage die allgemeine Investitionsunlust 
aufhebt), so miissen die Puritaner in diesem Kampfe schliesslich 
unterliegen, und es besteht dann eine gewisse Wahrscheinlichkeit 
dafiir, dass eine politisch besonders tatkraftige und extreme Richtung 
irgendwelcher Art triumphieren wird. Die relative Stabilisierung 
der Weltkrise im gegenwartigen Zeitpunkt hangt zweifellos damit 
zusammen, dass wir jetzt in aller Welt um den Punkt herumpendeln, 
wo die Aufrechterhaltung des Budgetgleichgewichts sich mehr und 
mehr als eine Unmoglichkeit erweist und auch dort wo eine Expansions- 
politik offiziell noch verp5nt wird, der Zwang der Verhaltnisse dazu 
treibt. 


5 

Wir sind uns bewusst, welchen Anstoss eine solche kiihne Analyse 
heute noch in weitesten Fachkreisen erregt, um so mehr, wenn sie 
von jemandem kommt, der sich in der Verurteilung jeder Form des 
Inflationismus und des Interventionismus von niemandem iibertreflFen 
lassen mochte. Daher erscheint es uns besonders wichtig, Briicken der 
Verstandigung zu schlagen und alien nur moglichen Einwanden 
gerecht zu werden. Auf alle diese Einwande muss zweierlei vorweg 
bemerkt werden. Erstens kann niemand bestreiten, dass nach alien 
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Erfahrungen und nach aller Ueberlegung keine andere Form der 
Ueberwindung der Krise denkbar ist als die hier beschriebene Form 
der Reexpansion. Ebensowenig kann zweitens jemand bestreiten, dass 
der dargelegte Mechanismus des kumulativen Niederganges oder der 
sekundaren Deflation mdglich ist und dass keine Volkswirtschaft, mag 
sie sonst so harmonisch und elastisch sein wie sie will, darauf anders 
reagieren kann als durch Massenarbeitslosigkeit und riesige Produktibns- 
schrumpfung. Es ist aber femer schwer vorstellbar, wie man bestreiten 
kann, dass die hier versuchte Interpretation der degenerierten Krise 
zum mindesten die Wahrscheinlichkeit fur sich hat. Es will uns also 
scheinen, als lage die Beweislast dafiir, dass die Interpretation unrichtig 
ist, auf der anderen Seite. Man wird diesen Beweis damit versuchen, dass 
man sagt, der ganze Begriff einer sekundaren Krise entbehre jeder 
Grundlage, da die Degenerierung der Krise nur auf der fortgesetzten 
Hinauszogerung der von Anfang an notwendigen Reinigung und 
Auflockerung beruhe. Darauf kann an dieser Stelle nur noch kurz 
erwidert werden, und zwar in erster Linie mit dem sehr nachdriicklichen 
Hinweis darauf, dass der Umfang des notwendigen Reinigungs- und 
Auflockerungsprozesses nicht von vorherein absolut feststeht, sondern 
sehr relativ ist. Es gibt kaum mehr eine Kapitalinvestition, die sich 
nicht bei einer Produktionskontraktion auf 50 % als eine “Fehl- 
investition’’ erweisen wiirde. Es gibt keine Lohne, die nicht zu hoch 
sein wiirden, und keine Bank, die nicht gefahrdet sein wiirde, sobald 
der Kontraktionsprozess der Volkswirtschaft einen bestimmten Punkt 
erreicht hat. Es gehort gerade zum circulus vitiosus der sekundaren 
Krise, dass sie immer neue Anpassungsnotwendigkeiten schafft, dass 
aber die auf immer tieferem Niveau wiederholten Anpassungs- und 
Reinigungsmassnahmen den Kontraktionsprozess nur noch verscharfen, 
solange die Diskrepanz zwischen Einkommensbildung und Ein- 
kommensverwendung nicht behoben ist, und es ist nicht einzusehen, 
wie die Anpassungs- und Reinigungsmassnahmen geeignet sein 
konnen, diese Diskrepanz zu beheben. Eine Auflockerung des 
unelastisch gewordenen Preis- und Kostengefiiges ist ein Gebot, 
dessen Dringlichkeit gar nicht iiberschatzt werden kann, aber erstens 
ist es unbestreitbar, dass sie im Verlaufe der letzten Krisenjahre schon 
ganz erhebliche Fortschritte gemacht hat, und zweitens will es die 
tragische Verstrickung der sekundaren Krise, dass die Auflockerung 
und Anpassung, allein fiir sich genommen, die Krise nur noch weiter 
verscharft. Ja, auf dem Gebiete der auswartigen Handelspolitik ist es 
gerade die durch die Krise hervorgerufene Hysterie und wirtschaftliche 
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Beengung, die einen wahren Paroxysmus von StaatseingrifFen ins 
Leben gerufen hat und einstweilen jeden Versuch zur Wiederaufrich- 
tung der Weltwirtschaft zur Aussichtslosigkeit verurteilt. Als ein 
Ausweg aus dem Dilemma erscheint nur eine wohlabgewogene 
Verbindung der Auflockerungspolitik mit einer Politik der Reexpan¬ 
sion.’*' Dabei ist das grosste Gewicht auf die Feststellung zu legen, dass 
das Ziel einer solchen Politik der Reexpansion gar nicht missverst^dlicher 
formuliert werden kann als durch die Forderung, dass das allgemeine 
Preisniveau gchoben werden miisse, — eine Forderung, die,wie schon 
an einer friiheren Stelle dieses Aufsatzes hervorgehoben wurde, aus 
einer falschen Interpretation der sekundaren Deflation hervorgcgangen 
ist. Nicht die Bckampfung der Preiskontraktion ist das Wesentliche, 
sondern die Bekampfung der Nachfrage-, Produktions- und damit 
schliesslich auch der Einkommenskontraktion. Die Aufwartsbewegung 
der Preise wird dann schliesslich in demselben modifizierten Umfange 
erfolgen, in dem auch die Abwartsbewegung der Preise den allgemeinen 
Kontraktionsprozess begleitet und reflcktiert hat. 

In der Interpretation der Krise und in der Konstruktion von 
Massnahmen zu ihrer Uebcrwindung ist eine solche Konfusion der 
Meinungcn und ein solches Chasse croise der nationalokonomischen 
Richtungen eingetreten, dass dieser Aufsatz mit einer nochmaligen 
deutlichen Abgrenzung des Standpunktes, den der Verfasser einnimmt, 
abgeschlossen werden muss. Dieser Stankpunkt ist erstens durch seine 
unwandelbare Ueberzeugung bestimmt, dass die Aufrechterhaltung 
und Befestigung unseres auf der individuellen Verantwortung 
beruhenden Wirtschaftssystems und der sozialphilosophischen Prin- 
zipien, die es tragen, die Kardinalvoraussetzung fiir die Weiterexistenz 
der heutigen Millionenreiche und fiir die Aufrechterhaltung der 
gesamten abendliindischen Zivilisation ist. Weder in der Interpretation 
der Krise noch in der Formulierung von Vorschlagen zu ihrer Be¬ 
kampfung ist er zu den geringsten Konzessionen an die heute hoch 
im Kurse stehende antikapitalistische Romantik bereit. Zweitens aber 
fiihlt er sich nach wie vor denen in geistiger Gemeinschaft verbunden, 
die Gegner der Entartung unseres Wirtschaftssystems durch Infla- 
tionismus und Interventionismus sind, und daher auch nach wie vor 
mit ihnen einig in der Interpretation der primaren Krise. Das, was ihn 

* Inwieweit bei der im Text kritisierten Erwagung noch der haufige Fehler 
eine Rolle spielt, dass Ursachen einer Gleichgewichtsstorung mit Ursachen 
einer volkswirtschaftlichen Verarmung verwechselt werden, ist eine eingehender 
Spezialuntersuchung wiirdige Frage. 
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im gegenwaitigen Augenblick von einigen aus diesem Kreise trennt — 
aberauchnur in diesem Augenblick und in diesem Punkte—,istdrittens 
die Ueberzeugung, dass wir unser Wirtschafts- und Sozialsystem in 
die grosste Gefahr bringen, wenn wir die in ihm ruhende ungeheure 
Kraft der Reichtumsschaffung verrotten lassen, indem wir uns auf 
Grund einer falschen Interpretation der sekundaren Krise gegen eine 
Politik der Reexpansion stemmen. 
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EDWIN R. A. SELIGMAN, Columbia University, New York 

One of the chief fiscal problems in the United States at present is that 
of lightening the burden on the farmer and the landowner in general. 
The United States still relies very largely for the support of the states 
and the localities on the general property tax, which in practice has 
become to an overwhelming extent a tax on real estate—^that is, on 
lands and houses. It is in this sense that the American revenues are 
derived to such a great degree from direct taxes: the income tax for 
federal purposes; the land tax for state and local purposes. In the 
recent economic depression, where the general level of prices has 
fallen so enormously, the burden of this real estate tax which has of 
recent years grown to be not only relatively but absolutely larger, 
has become almost unendurable. Throughout the length and breadth 
of the land there is now a universal outcry for a reduction of taxation, 
which means practically a lessening of the real estate tax. While the 
need of some relief is universally acknowledged, it is not always clearly 
recognized that, apart from the reduction of expenditures, a lowering 
of the real estate tax can be secured only by an increase of other existing 
taxes or by new additions to the tax system as a whole. As soon, however, 
as the states seek to augment their tax revenues, they are at once 
brought into conflict with a similar attempt on the part of the national 
government. The problem of lightening the burden of the taxpayer 
resolves itself, therefore, into some form of adjustment between federal 
and state revenue systems. Thus the American union is finally, but for 
different reasons, confronted by the same problem which has become 
so acute in many another federal state, and which in Germany has 
become familiar under the name of Finanzausgleich. 

In the early stages of our history this problem did not exist because 
of the principle of separation. This principle was to a certain extent 
embedded in the Constitution through the provisions which reserve 
customs duties to the national government and which, through the 
direct tax clause, virtually reserve the general property tax to the states. 
Up to the Civil War this system worked satisfactorily. With the exception 
of the war with England and the Mexican War, the federal tax revenue 
during the nineteenth century was derived from import duties and the 
commonwealth needs were adequately met by the general property tax. 
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With the growing necessities, however, on the part of both the nation 
and the states, this early period was gradually outgrown. Both the 
union and the states now began to dip into a common reservoir. With 
the attainment of this stage we reach the period of duplication of 
revenues. At first scarcely perceptible, this duplication became more 
and more pronounced in proportion as it became necessary to resort 
to inheritance taxes, to corporation taxes, to income taxes, and to 
various forms of indirect taxation. The competition which was thus 
engendered resulted not only in a waste of effort but in an accumulation 
of more or less unrelated and unconsidered burdens upon the individual, 
as well as in a growing embarrassment to the taxing authorities. 

The present situation in the United States accordingly is a com¬ 
bination of the two systems of separation and duplication, each principle 
being applicable to a part of the field. It is because of the increasing 
difficulties of this situation that here, as in all other federal govern¬ 
ments, a third method has now become necessary. This is due not so 
much to the failure of separation and duplication as to the need of 
restricting their operation to ever narrower limits. 

It is, for instance, certain that the original separation of revenues 
will maintain itself to the extent that import duties will accrue only 
to the federal government and that the property tax, on real estate at 
least, will continue to be restricted to the states. With the advent of 
new forms of revenue, however, these separate taxes will form an ever 
dwindling proportion of the entire revenue. In the same way it will 
be difficult, even if it were desirable, to abolish every form of competition 
between state and nation. Such forms of duplication, however, even 
if they continue to exist, ought for obvious reasons to constitute a 
decreasing and not an increasing part of the whole. 

It is clear, then, that while both separation and duplication of 
revenues may continue, in part at least, the field is open for an applica¬ 
tion of some form of mutual adjustment or adaptation which is best 
described as the integration of state and federal revenues. This integra¬ 
tion implies some form of relation of the whole to the parts. Like so 
many other problems, philosophical as well as political, it calls for the 
creation of unity in multiplicity. 

How, then, can fiscal integration be obtained? In order to prepare 
the way for a consideration of this problem it is important to emphasize 
four fiscal principles which are of the first importance from the point 
of view of the taxing authority, namely, suitability, adequacy, simplicity, 
and elasticity. 
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The principle of suitability is of primary significance. The fitness 
or appropriateness of a tax depends, so far as the taxing authority is 
concerned, upon the economic basis of the tax and the character of the 
administration. Other things being equal, certain tax authorities are less 
fitted to achieve success than others. Take as an example a purely local 
income tax which is exceedingly difficult to administer in any village 
or town because of the virtual impossibility of localizing an individual’s 
entire income, from whatever source derived. Take again an inheritance 
tax, which is plainly unsuitable for local purposes on the score of great 
variation in return. In a small town the death of a single rich individual 
may cause an immense oscillation in the local revenue. On the other 
hand, the value of a man’s farm is quite adequately appreciated by 
his fellow-farmers. 

While the economic basis of the tax is important, the character of 
the administration must not be overlooked. There is, of course, no 
universal rule possible. But technical considerations will often lead to 
the preference for a particular administrative organization. The balance 
of efficiency will sometimes swing in one direction, sometimes in the 
other. If we join the administrative considerations to those of the 
economic base it is clear that the principle of suitability must not be 
disregarded. 

The second principle is that of adequacy. This is sometimes of 
commanding importance in both state and local governments. Owing 
to the provisions of the federal constitution with reference to interstate 
commerce, it is obvious that certain forms of business taxation, for 
instance, will fail of complete success when administered by state 
or local authorities. 

The third principle is that of simplicity. Other things being equal, 
the less complexity that we have in any system of mutual adjustments, 
the better the system will be. Any integration of public revenues which 
engenders uncertainty and complexity is to be deprecated. The system 
may be admirable in other respects, but if it fails here it is apt to create 
as many new difficulties as it will overcome. 

The fourth principle is that of flexibility or elasticity. In the pre¬ 
sence of great variations both in public needs and in the social income, 
it is necessary, in devising any system of mutual adjustments as 
between state and nation, to provide for a degree of flexibility which 
will obviate difficulties and embarrassments that are otherwise sure 
to occur. 

In considering any form of integration to replace the systems of 
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separation or duplication, we must therefore be mindful of the four 
principles of suitability, adequacy, simplicity, and flexibility. Some 
forms of integration will secure the one objective, some forms another. 
We must obviously give our preference to that kind of integration 
which will if possible realize all four objectives. 

What, then, should be the character of the fiscal integration? It is 
clear that we have at the very outset to choose between two alternatives. 
We can achieve integration through either equality or inequality; in 
the endeavour to combine unity with multiplicity we may emphasize 
either the whole or the part. If, however, we over-emphasize either the 
whole or the parts, we are subordinating the whole to the parts, or the 
parts to the whole. In other words, integration may take the form of 
subordination. As opposed to this method, which inevitably involves 
a certain inequality, we may seek to preserve, as far as possible, the 
equality between the whole and the part. This form of reciprocal 
adjustment may be termed co-ordination. 

The history of fiscal relations between the whole and the part in 
every federal government affords abundant examples of the two 
methods of integration. But it has not always been clearly perceived 
that each of these methods, namely, subordination and co-ordination, 
has assumed different forms. Let us attempt to explain these possible 
variations and to consider the merits of each. 

The simplest form of fiscal subordination is to have either the central 
or the local government supported by the other. We have had examples 
of both systems. Under the first Constitution of the United States 
the federal government possessed no independent sources of revenue. 
The nation had to be supported by grants from the various states 
under the name of requisitions, so called because the federal govern¬ 
ment made periodical requisitions upon the states. The failure of this 
system was largely responsible for the new Constitution with independent 
revenues for the union. 

We find the same system, in part at least, almost a century later 
in the early years of the new German Empire. While the Imperial 
Government did indeed possess certain independent sources of 
revenue, these were by no means adequate, and had to be supple¬ 
mented by the system of grants from the states known as Matricular- 
Beitrdge. 

Such a system of central subordination may have been endurable 
in the period of transition from the theory of state sovereignty, with 
only limited grants of power to the union. But it was bound to fail 

572 



THE CO-ORDINATION OF PUBLIC REVENUES 

in proportion as the central government acquired more vitality and 
independence. 

With the strengthening and growing importance of the central 
government we gradually find the shoe fitting the other foot. In the 
system of subventions the grants were now made from the central to 
the local rather than from the local to the central government. 

This system of central subventions first developed in Great Britain, 
Almost a century ago we find the beginning of the so-called grants-in- 
aid whereby the central government sought out of its abundant revenues 
to lighten the burden of the localities. A little later the Canadian Con¬ 
stitution made it possible for the federation to assist the provinces 
which were still struggling to their feet. Toward the end of the century 
we observe the movement beginning in various American states, 
notably in New York, where an attempt was made to ease the burden 
of the local property tax through state action. At about the same time 
we have the first extensions of federal aid to the states which, beginning 
modestly with certain forms of agricultural education, later received 
a great impetus when applied to improved roads, as well as to other 
purposes. 

Although it was not the original intention, the system of subventions 
and grants carried with it to a certain extent the possibilities of advice 
or even of control. While this has been carefully guarded in the United 
States, it remains true that to a certain extent at least there exists a 
degree of subordination. It is largely on this score that objection has 
sometimes been raised by the separate states to the system of federal 
grants. On the principle, however, that it is not easy to look a gift horse 
in the mouth, there is slight likelihood of the system disappearing. But 
even at best the system of federal grants with or without control will 
cover only a small part of the field. Some other form of integration 
will have to be found for most of the public revenues. 

What must be sought, in other words, is not so much subordination 
as co-ordination. There are at least four ways in which this can be 
accomplished. 

There may be in the first place a realignment of government func¬ 
tions. Although there is a more or less traditional assignment of functions 
to the various agencies local, state, and federal, the shifting basis of 
economic life is gradually bringing about some alteration. This change 
is especially noticeable as between state and local governments. Recent 
decades have witnessed a decided drift toward centralization, partly 
for administrative, partly for economic reasons. We now have, for 
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instance, a conspicuous increase in state hospitals of certain kinds. 
Again, in the case of roads as well as of schools, which form the chief 
object of local expenditures, there has been a marked acceptance of 
general and state-wide standards, as a result of which a continually 
greater part of the local expenditures for these purposes has been 
transferred to the state government. There is room for a further 
development, which will carry with it a diminishing pressure upon the 
local property tax and an increasing reliance upon the state revenues 
which are being alimented by other sources. The co-ordination which 
has been brought about by changes in relative expenditure is just as 
effective as co-ordination brought about by analogous changes in 
government revenues. 

While this method, however, has a decided future in the relations 
of state and localities, it is less promising in the relations of state and 
nation. It is true that there will probably be further progress in the 
construction of national highways within the states, and it is even 
possible that there may be some future for certain additional forms of 
federal education. In the main, however, the outlook for changes of 
this kind is not promising. So far as state and nation are concerned, 
we can expect far less help from a realignment of government functions 
than in the case of states and localities. In the relations of the state and 
the nation we must look more particularly to revenues rather than to 
functions or expenditures. 

The second method of co-ordination is illustrated by the existing 
system of credits. This ingenious plan was devised less than a decade 
ago in order to meet the problem of the death duties. Some of the 
states were becoming increasingly dependent upon the inheritance tax, 
while the proceeds of the federal estate tax were not only small in 
themselves but seemed to be of growing insignificance in the face of the 
great surplus of other revenues. It was therefore decided that when 
anyone paid the federal estate tax he should be credited with so much 
of the tax—at first 20 %, later increased to 80 %—as might be payable 
to the state. The system of credits has worked so smoothly that the 
question arises why it is not susceptible of wider extension. 

There are, however, several reasons which lead us to doubt the 
expediency of such a general extension. In the first place it involves 
a certain amount of compulsion. In order to permit the existing credit, 
it is necessary that each state should not only levy death duties but 
possess a system virtually identical with that of the federal government. 
Some states did not have any death duties and a few were strongly 
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averse to such taxes. Furthermore, many of the states had a different 
system, such as the inheritance tax or a tax on the shares of the in¬ 
heritance. These states have now been compelled, partly against their 
will, to change the system to conform to that of the Federal Government. 
This consideration points to a weakness in the plan, if generalized. 
If an attempt were made to apply the credit system to the income tax 
or to the business tax or to any form of indirect tax, it would require 
every state to introduce that particular form of taxation. Such a com¬ 
pulsion might be far more unwelcome than was the adoption by the 
commonwealths of the estate tax. It might be unwelcome, either because 
that particular form of tax was not needed or beeause it might be 
unsuitable under the special conditions. In other words, the system of 
credits might introduce into the state revenue systems a degree of 
rigidity which is to be deprecated. 

In the third place, the credit system would not lessen the duplication 
to which attention has been directed above. If it is wasteful to have both 
a state and a federal inheritance tax, it is still more wasteful to have 
both a state and federal income tax, or a state and federal business tax. 
With every extension of the credit system to the field of indirect taxa¬ 
tion we should have a continually increasing waste. The higher the 
costs of collection the more pronounced would the objections be. 

Finally, the extension of the credit system would involve all manner 
of complications. In the inheritance tax the situation is comparatively 
simple. Suppose, however, that the method were applied, let us say, 
to business or to corporation taxes. What kind of a state tax, paid by 
corporations, for instance, would entitle them to a credit? Some states 
have a corporate income tax, some a tax on corporate gross receipts, 
others subject corporations to the general property tax, and virtually 
ever3rwhere corporations pay taxes upon their real estate to either the 
local or the state government. Which among all these various taxes 
would be considered in the system of credits ? The whole subject bristles 
with difficulties which have not yet been faced. 

If, then, we observe these four points—compulsion, rigidity, duplica¬ 
tion, and complication—it is clear that the credit system, while in 
many ways admirable, by no means affords a perfect solution of the 
problem. 

We accordingly are led to a consideration of a third form of co¬ 
ordination, namely, that of division of the yield. This plan implies 
only a single and more comprehensive collecting agency, with a transfer 
of a part of the yield to the lesser divisions, in this case the states. 
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The three great advantages of such a system are simplicity, economy, 
and suitability. 

It is obviously far more simple and more economical to have a single 
or unitary system than to be confronted by duplication with its accom¬ 
panying wastefulness and extravagance. But of even greater importance 
is the consideration of suitability. The fitness or suitability of a tax 
depends in large measure, as we have seen above, upon the economic 
basis. It is for this reason that there has been such a development of 
the principle of division of yield as between state and locality. The 
taxes, whether imposed on corporations or mortgages or incomes or 
inheritances, have come more and more to be entrusted to the state 
authorities, while a portion of the proceeds has been allotted to the 
locality. 

A somewhat similar line of argument has now come to be applicable 
to the relations of state and nation. Several decades ago we called 
attention to the growing difficulties that were being encountered in the 
levy of the state income taxes because of the problems of interstate 
commerce. Similar difficulties attach to the adequate state taxation 
of business, whether corporate or otherwise. The embarrassment 
would be still further accentuated in any attempt by the states to levy 
certain indirect taxes. The lack of success would show itself not only 
in the yield but also in the matter of justice as among the taxpayers. 
With the extension and nationalization of our economic life, the 
arguments for a wider administrative basis become increasingly strong. 

Finally, where the federal finance acquires a dominating position 
in the national economy, the pressure in favour of a unitary system 
becomes irresistible. This is the reason, for instance, why under the 
demands of reparation payments the German fiscal system was revolu¬ 
tionized a few years ago, so that the national government has become 
the sole collecting agency, with a division of the yield to the states 
and with a further subdivision to the localities. Such a revolution, 
however, is unlikely in federal governments not exposed to similar 
contingencies. In the United States such a solution, even if desirable, 
would meet with almost insuperable obstacles. 

As a matter of fact the system of division of yield, although in 
many respects preferable to the credit system, possesses certain weak¬ 
nesses which must be weighed up against the advantages of simplicity, 
economy, and suitability. 

The first weakness is a certain degree of dependence. If the states 
were to abandon their chief sources of revenue and were to be supported 
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out of the revenue collected by the federal government, there could 
not fail to be a growing sense of inferiority, which would naturally be 
distasteful. In the second place, there would be some measure of 
uncertainty, which would carry with it a degree of inelasticity. If only 
a definite part of the yield were allotted to the states, their share would 
naturally vary with the yield of the entire tax. This might change from 
year to year and that, too, in a direction opposite to what might be 
needed. It is conceivable, for instance, that there might be a federal 
surplus at the same time as a state deficit in a particular common¬ 
wealth, or vice versa. Under a strict application of a system there would 
be no provision for elasticity in state revenues. 

In the third place, we should have to face the problem of the criterion 
as to the division of revenues. This has already engendered not a little 
trouble with the separate states: the difficulties would be far greater 
in a federal system. Should the criterion of division be population, 
or wealth, or real estate, or a dozen other possible items? The complica¬ 
tions here are wellnigh infinite. 

On the whole, therefore, while the division of yield is a more 
satisfactory form of co-ordination than any of its predecessors that 
have been considered, the problem is not yet completely solved. The 
question still presents itself as to whether there is not some way of 
preserving the advantages of co-ordination while minimizing its 
shortcomings. 

We venture to suggest that such a final and promising form of 
co-ordination is at all events possible and deserving of consideration. 
Such a system of co-ordination we should like to call that of supplements 
or additions. 

Under a system of supplements the federal government would be 
the primary collecting agent, but the state government would have the 
power to add supplements or additions of its own. Let us suppose, 
for instance, that the federal government imposed a personal income 
tax at such rates and under such conditions as to yield a definite revenue 
for federal purposes. If the state government now desired to secure 
a revenue from personal incomes, it would simply ask the federal 
government, in collecting the tax within the given state, to tack on 
such additional percentages as would be desired by the state in question. 
The individual taxpayer would pay only a single tax and the federal 
government would automatically turn over to the state the proceeds 
of the supplement or addition. If there were any constitutional objections 
to this procedure, they could easily be removed by having the taxpayer 
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make out two copies of his report, one of which would make the modifica¬ 
tions needed to meet possible constitutional objections, and arranging 
for the state to have a separate collecting office to receive the supple¬ 
ments. 

The advantages of such a system are obvious. In the first place the 
objective of suitability would be attained; the tax, whether direct or 
indirect, would be collected by the agency economically and ad¬ 
ministratively most suitable. In the second place, there would be no 
element of subjection or compulsion. If the state did not desire that 
particular kind of revenue, it would not be compelled to adopt it. In 
the third place, there would be no duplication of taxes, and thus an 
immense saving in the cost of collection. In the fourth place, we should 
possess an elasticity in the state revenues, because the state would 
be at entire liberty to arrange its supplement or additions in conformity 
with its particular needs. Finally, the state would still have quite 
enough fiscal problems of its own, not only in levying taxes, as that 
would be relatively unsuitable for federal administration, such as local 
license taxes, local consumption taxes, and the like, but also in the 
supervision and control of the local revenues and especially of the real 
estate taxes. 

Under the system of supplements the federal government would 
be performing two functions. It would act for itself in balancing its own 
budget and it would act as delegated agent of the states. 

It must be conceded, indeed, that the system of supplements is 
not entirely without shortcomings. It is possible, for instance, that the 
varying interests of the separate states might justify a departure from 
the federal pattern of a particular tax. In an income tax, for instance, 
it might be desirable in a farming community to fix the limit of the 
personal exemption somewhat differently from that in an industrial 
state. Other variations in detail are conceivable. In the same way in 
the case of the death duties it might be desirable in the case of the 
state supplements to select some criterion other than that of the 
residence of the decedent which is observed in the federal tax. Such 
difficulties, however, could be overcome with relative ease in the 
elaboration of the system. Moreover, it must be remembered that 
there is no possible plan which presents only advantages without 
shortcomings of any kind. The most that can be expected of any system 
is to combine the greatest number of advantages with the smallest 
number of drawbacks. This, it might be claimed, will on the whole 
be most adequately realized by the system of supplements. 
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There are two great objects that are susceptible of attainment under 
this particular plan of co-ordination. The first is that the state will 
be in a position to lighten the load of the localities to any extent that 
seems desirable. By this flexible addition to its state revenues, it can 
utilize both the direct and the indirect federal taxes to make up any 
deficiency that may be caused by the further assumption of local 
expenditures or by any increased allocation of state revenues to the 
localities. The alleviation of the local burden on real estate may then 
be effected in the light of general principles and of relative obligations. 

In the second place, the federal government in fixing the rates of 
the taxes, both direct and indirect, that are needed to balance its own 
budget, will do so with due consideration for the total combined rates 
resting on the individual taxpayer. This will undoubtedly lead to a 
spreading of the burden over a wider area, so that a due balance may 
be found between direct and indirect taxation. A survey of the entire 
situation cannot fail, with moderation and good will on both sides, to 
bring about a mutual adjustment, as workable as it is equitable. 

We conclude, therefore, that in our search for a system of integration 
or reciprocal adjustment of public revenues, it is unlikely that any 
single or exclusive method will be adopted. The best for which we can 
hope is a combination of the various systems which promise the greatest 
benefits. We have seen that the system of separation will have to con¬ 
tinue in part. It is probable that the system of duplication will remain 
in certain less important domains. The system of subordination or 
grants, again, will no doubt persist in certain fields, where the central 
interests become of commanding economic importance. The probable 
future, so far as the bulk of the revenues are concerned, lies, however, 
in some form of co-ordination. In this system of co-ordination there 
will be room for all four methods—^the realignment of Government 
functions, the system of credits, the division of yield, and the system of 
supplements or additions. What is needed is a careful elaboration and 
testing out of each of these methods. In the final outcome success will 
be achieved only if due heed be given to the fundamental principles 
that underlie every fiscal system: the principles of adequacy, certainty, 
economy, and flexibility, together with conformity to the demands of 
economic justice. 
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QUELQUES REMARQUES SUR L’EVOLUTION 
ECONOMIQUE INTERNATIONALE ET LES 
GRANDES FLUCTUATIONS MONETAIRES 


FRANCOIS SIMIAND, College de France^ Paris 

SuR cette vaste et complexe matiere qu’est revolution economique 
internationale, je n’ai certes pas la pretention de pouvoir presenter, 
en ces quelques pages, ni une etude des faits, ni une interpretation 
de ces faits, qui suffisent k constater et k prouver selon les exigences 
qu’une recherche Economique positive comporterait. Je serais heureux 
deji si, par ce court expose, j’obtenais simplement une prise en 
consideration serieuse, une admission a examen plus pousse, des 
theses que je vais sommairement y formuler touchant cette Evolution, 
et qui se lient en extension et en renforcement rEciproque k celles 
dont j’ai exposE ailleurs la formation avec tout le dEveloppement 
nEcessaire.* 

Des ensembles de recherches et d’Elaborations de donnEes positives 
rapportEs en ces ouvrages, j’ai cru, en effet, pouvoir dEgager des 
rEsultats qui se rEsument ainsi: 

1° — Tous les grands ordres de faits que nous atteignons dans des 
cadres de TEvolution Economique dite de type avancE et progressif, 
prEsentent un dEveloppement semblablement caractErisE: il procede 
{k travers des fluctuations plus courtes et plus spEciales) par grandes 
phases d’au moins plusieurs dEcades d’annEes chacune; 

— phases alternatives de deux sortes (que nous appellerons phases A, 
phases B), qui peuvent se dEfinir et s’opposer de fa9on respectivement 
diffErente selon les ordres de faits; 

— mais s’opposent de fa9on semblable en rEpEtition alternEe, et se 
correspondent, en gros, entre ces faits, quant aux datations de dEbut 
et de fin, et quant k Taltemance de ces doubles caracteres respectifs. 

2 ° — Une revue systEmatique de tous les ordres de facteurs qui 

* Le Salaire, VInvolution sociale et la Monnaie, Paris, Alcan, 1932, 3 vols. 
in 8°. SpEcialement tome II, ch. VI et VII. 

Recherches andennes et nouvelles sur le Mouvement gdteral des prix du 16^ au 
sihcleSy Paris, Edit. Domat-Montchrestien, 1932, i vol. in 8 ®. 
SpEcialement 4^“® partie. 

REsumEs dans: Les fluctuations dconomiques h longue pdriode et la crise 
niondiale^ Paris, Alcan, 1932, i vol. in 16®. 
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ont paru susceptibles de presenter entre ces mouvements quelque 
relation notable de concomitance, d’ant^cedence, voire d^nterpr^tation, 
aboutit k d^gager un certain nombre de correspondances assez r^gu- 
lierement r 6 p 6 tees aussi, qui paraissent se Her, se serier, se subordonner 
ou se conditionner entre elles, de telle maniire qu’apris discussions, 
eliminations, recoupements, se reconnait k Torigine de tous ces doubles 
mouvements un ‘‘primum movens” manifeste, le mouvement des 
moyens mon^taires, savoir: 

— En cas de moyens monetaires convertibles, augmentation du 
taux d’accroissement du stock des metaux precieux k fonction mone- 
taire, phases A; attenuation de ce taux, phases B; 

— avec mouvements, de meme caract^re respectif, proportionnels 
ou plus que proportionnels, des divers substituts de la monnaie 
(convertible), s’ajoutant selon les cas au stock de metaux precieux; 

— En cas de moyens monetaires non convertibles, formation et 
augmentation en rythme croissant de ces moyens, phases A; limitation 
ou diminution (ou parfois retrait) de ces moyens, phases B. 

3 ° — Cet ensemble de liaisons ou de sequences apparait n’etre ni 
automatique, ni mecanique, ni reversible, mais se produire par la mise 
en jeu d’actions et de reactions de I’homme, de Thomme social con- 
ditionne de fa9on alternative et successive par ces antecedents respectifs; 
et differemment, mais en concordance, selon la fonction et la place de 
chacun dans la vie economique. A ce point des r 6 sultats, un examen 
critique approprie aboutit k reconnaitre en eux un ensemble rationnel 
de regularites intelligibles et d’interprotations explicatives. 

# 

# # 

Sur la base des constatations et des interpretations ainsi rappelees, 
quelles seront done les theses que nous annoncions, relatives k revo¬ 
lution economique internationale ? Les voici en bref sous une premiere 
forme: 

^‘L^existence, le fonctionnement d’une economie internationale 
sont, de fa9on centrale, essentielle, fonctions de Eexistence et du 
d^veloppement de ces grands mouvements des moyens monetaires 
dans leur comportement d’ensemble; 

“Les diversites ou les variations que presente la participation (plus 
grande ou moins grande, croissante ou regressive) des economies 
nationales k Teconomie internationale sont fonctions (de fa9on centrale 
et essentielle aussi) de la differenciation de ces grandes fluctuations 
monetaires entre les nations.” 
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Et je hasarderais mfeme en une deuxieme forme: 

“Ces grandes fluctuations monetaires sont k Torigine (ou le 
‘primum movens’): 

‘‘de la formation et de revolution moderne et contemporaine de 
reconomie internationale; 

“des participations respectives des diverses nations k cette economic 
et des variations de ces participations; 

“de la politique economique (quant aux relations internationales) 
respective de ces diverses nations et des variations de cette politique.” 

Pour valoir k ces theses, — on le voit, trfes larges, — la simple prise 
en consideration, la simple admission k examen, auxquelles j’ai borne 
Tambition de ce court essai, je voudrais presenter ici, en peu de mots, 
deux ordres d’observations: 

(I) Le d^veloppement (moderne et contemporain) de Peconomie 
internationale, dans Pensemble et dans ses differenciations nationales, 
est, lui aussi, caractdrise par des phases alternantes opposees, et ces 
caract^res ne paraissent pas etre explicables par les traits usuellement 
employes k Pexpliquer; 

(II) Par centre une liaison centrale est aper9ue possible, probable, 
des grands faits monetaires avec PEconomie internationale ainsi 
qu’avec ses differenciations entre les nations, et parait done meriter 
etude proprement appliquee et poussee. 


II est trhs manifeste que d’ensemble, dans PSge moderne et contem¬ 
porain, et dans le cadre de Peconomie de type le plus avance, un 
passage se marque, et d’importance croissante, d’economies de type 
national, k une economie internationale, mondiale. 

Mais il est aussi manifeste que ce mouvement n’est ni simple ni 
automatique, ni continu de sens ou d’intensite, et qu’au contraire, 
selon telles ou telles periodes ou tels ou tels cadres respectivement, il 
rencontre des resistances, des actions en retour, voire marque des 
regressions bien effectives, s’il presente, d’autre part, des poussees plus 
vives, bien effectives aussi. 

Or, regardons aux concomitants, aux antecedents, ordinairement 
aliegues en interpretation ou explication de ce mouvement vers une 
economic internationale. Sauf erreur, je trouve presentes comme 
facteurs d’evolution en ce sens: 

le developpement des connaissances,— connaissances geographiques, 
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connaissances scientifiques, — comme entrainant par leur nature, par 
leur portee, communication, utilisation commune entre les hommes; 

le developpement des moyens de transport, maritimes, terrestres 
(ferroviaires,notamment,depuis un temps deja presque seculaire, auto¬ 
mobiles depuis un autre plus recent), aeriens (depuis moins encore, 
mais avec quelle extension, dessinee, annonc^e); 

le developpement des techniques, permettant des productions 
elargies, agrandies, et respectivement les plus favorables en des pays 
differents selon leurs ressources, activites ou possibilites; 

le developpement des mises en valeur: de forces naturelles nouvelle- 
ment decouvertes et rendues nouvellement utilisables; — ou encore de 
territoires nouvellement ouverts k une exploitation possible. 

Est-ce qu’entre tous ces developpements, — k simple, mais suffisant 
aper9u d’ensemble, — il ne nous apparait pas ce trait commun qu’aucun 
d’eux n’est, en lui-meme, un mouvement k phases alternantes de 
caractere oppose, et repetant cette opposition alternee depuis les temps 
modernes? Faisons, en effet, depuis le siecle et davantage depuis 
la fin du siecle, decade par decade, ou mieux encore quart de 

sifecle par quart de siecle, une reconnaissance sommaire des progres 
effectifs que nous pouvons respectivement dater de ces decades ou de 
ces quarts de siMe: dans Tordre des connaissances geographiques, 
scientifiques; dans celui des moyens de transport; dans celui des 
techniques de fabrication; dans celui des mises en valeur nouvelles de 
forces ou de territoires. Je crois bien que, grosso modo, et balan9ant 
les uns et les autres, nous les trouverons sensiblement en correspondance 
de nombre, de grandeur ou d’importance, si, du moins, nous nous 
pla9ons et restons strictement au point de vue physique, au point de 
vue des realisations ou des possibilites materielles comme telles. Et, 
en tout cas, nous n’apercevrons pas en ces divers ordres de progres, 
et de ce point de vue purement physique, une distinction et une 
alternance de phases respectivement homologues et rep 6 tees (selon 
quelque caractere tel en la premiere sorte de phases, et tel autre en 
la seconde). 

Mais il en va diff^remment si nous considerons ces progres dans 
leur expression, dans leur realisation ou extension ^conomiques, c’est- 
a-dire effectues, traduits en valeurs economiques. De ce point de vue, 
aussitot, en ces divers ordres de faits, on peut reconnaitre (grosso modo 
egalement, mais de fa9on suffisante pour notre objet ici) que leur 
mouvement ainsi exprime en valeurs economiques globales qui y 
correspondent se presente avec des phases alternantes et de caractferes 
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respectifs r 6 p 6 tes, homoloques a nos phases A et B deji reconnues. 
Si cette expression ^conomique globale est manifestement le produit 
de deux facteurs, Tun de quantity physiques, Tautre de valeurs 
economiques unitaires, qu’est-ce a dire sinon que Talternance et 
opposition r 6 p 6 t 6 e que nous retrouvons en cette expression economique 
globale doit tenir au facteur economique et non au facteur de quantite 
physique, c’est-a-dire aux prix? Et si le mouvement des prix nous 
apparait ainsi le facteur de diiferenciation des phases alternantes dans 
les ordres de faits qui caracterisent le developpement de Teconomie 
internationale, n’est-il pas bien connu, n’est-il pas admis de tous (sauf 
differences dans la formulation et Tinterpretation de la liaison) que 
le mouvement general des prix soutient liaison centrale et essentielle 
avec le mouvement des conditions monetaires ? 

S’agit-il des differences entre les nations dans leur participation a 
r^conomie internationale, et surtout du mouvement de ces differencia- 
tions en notre periode moderne d’economie developpee? Une recon¬ 
naissance speciale deborderait trop notre cadre ici pour que nous 
puissions seulement Tesquisser. Mais qu’il nous suffise de signaler, 
ici encore, Tinsuffisance des facteurs communement invoques pour en 
rendre compte. Facteurs geographiques ? Ressources naturelles? mine- 
raux du sous-sol ? nature des terres ? Mais ils etaient tels depuis toute 
antiquite: comment done viennent-ils a utilisation, et k utilisation 
differentielle, seulement en telle periode, et encore, ensuite, selon des 
phases alternantes de caracteres? — Capacity, activites professionnelles 
des hommes? Mais une histoire sommaire suffit a nous les montrer 
plus ou moins recentes; et, en tout cas, acquises, ayant varie; et done 
ce qui est ici vraiment explicatif, e’est le facteur qui les a fait se 
constituer, se differencier et varier de la sorte et dans ces temps 
respectifs. Dans quel ordre de faits ce facteur nous semblerait-il 
done plutot k reconnaitre? 

* 

# # 

Regardons maintenant, de fa9on directe, aux liaisons qui peuvent, k 
sommaire examen aussi, nous apparaitre entre revolution economique 
internationale (avec ses differenciations nationales) et Tordre des faits 
monetaires. 

L'existence, la constitution d'une economic internationale et, 
lorsqu’elle existe, le fonctionnement et le developpement de cette 
economic, n’impliquent-ils pas, de fa9on initiale et centrale, que des 
nations diverses, et les hommes relevant de ces diverses nations, se 
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trouvent, pour quelque partie de leur vie sociale et humaine, etre et 
agir dans un plan commun qui ne soit pas un plan religieux, intellectuel 
ou scientifique, juridique ou politique, mais soit un plan proprement 
economique? Mais k quoi un tel plan est-il reconnaissable ? Assur 6 - 
ment k Texistence et au fonctionnement de relations dites 6 conomiques 
entre ces nations ou ressortissants de ces nations. Et k quoi se reconnait, 
k son tour, le caractere proprement Economique k des relations ? Sans 
conteste, k ce qu’elles se traduisent (je ne dis pas: se constituent, se 
rEsolvent tout entiEres,—ce serait Ik postuler resultats de recherches 
que je reserve en ce debut), k ce qu’elles se traduisent, plus ou moins 
completement, mais de quelque maniEre caracteristique (dis-je done 
seulement pour Tinstant), en une expression de “valeur Economique,” 
e’est-E-dire, en fait (au stade Economique ou nous nous encadrons) en 
expression de “valeur monEtaire.” Une rapide reconnaissance des 
grandes catEgories que nous pouvons apercevoir k ces relations peut 
suffire ici a nous en convaincre. 

1° — S*agit-il de relations entre nations difFErentes (ou ressortis¬ 
sants de nations diffErentes) touchant les marchandises ? S’il est vrai 
qu’elles sont seulement dEveloppEes lorsqu’elles ont dEpassE non 
seulement le stade du don rEciproque, mais encore celui du troc, — 
stades qui sont, du reste, peut-etre d’autres ordres de faits que TEchange 
Economique proprement dit, — elles supposent un terme commun de 
rEfErence des valeurs Economiques admises a cet Echange: e’est-E-dire 
non seulement une tierce marchandise, telle ou telle, employEe E 
faciliter TEchange, non seulement quelque reprEsentation de valeur des 
marchandises de la premiEre nation en marchandises de Tautre, ou 
rEciproquement; mais bien, et pour ce rEsultat lui-meme, une expres¬ 
sion possible des unes et des autres en quelque Echelle commune des 
valeurs, par rapport E ces opErations elles-memes. Autrement dit, ces 
relations entre nations touchant les marchandises impliquent, dEs 
qu’elles sont dEveloppEes ou meme dEJE pour se dEvelopper, quelque 
Etalon des valeurs Economiques commun entre ces nations, e’est-E- 
dire, pratiquement, et avec cette fonction et cette importance cardi- 
nales, quelque expression monEtaire ayant valeur entre ces nations, 
ayant valeur internationale reconnue. 

2° — Plus gEnEralement et dEs Torigine, les relations Economiques 
entre nations, dEJE sous la forme la plus simple, mais la plus fortement 
rEalisEe d’abord, apparaissent comme des relations de commerce E 
distance, E longue distance, done impliquant que la rEalisation couron- 
nant et couvrant ces opErations (non seulement ventes effectuEes, mais 
586 



Evolution ficoNOMiQUE et fluctuations MONfiTAiREs 

recettes de vente encaiss^es) est, forcement, plus ou moins eloignee 
dans le temps par rapport i 1 ’execution des operations anterieures 
n^cessaires (obtention, achat des marchandises ^ transporter et vendre, 
frais d’entretien en attendant, frais de transport, etc.. . .) — sans parler 
du risque possible de non realisation, au moins partielle. Elies suppos- 
ent done, de ce chef, en general, “des avances,” et en general aussi, 
des avances exprimees et meme realisies (au moins pendant un temps 
et au moins pour une part plus ou moins grande) en moyens mone- 
taires. Mais apercevons et ajoutons bien de notre point de vue ici: 
en moyens monetaires, non seulement du pays du marchand, disons 
pays A, et restant dans ce pays A, mais encore soit d’autres pays soit 
convertibles en moyens d’autres pays; par exemple, pour payer son 
vendeur de pays B, avant d’etre paye par son acheteur de pays C, D; 
par exemple, pour entretien ou transport aux pays B, C, D. Ainsi le 
commerce international, et d’autant plus qu’il est a distance, et plus 
indirect, et complexe, suppose des avances a forme monetaire, et a 
forme monetaire ayant correspondance entre les nations. 

3® — De fa9on plus centrale encore k des relations de type un peu 
avanc^, les relations economiques entre nations se compliquent et 
s’allongent du fait des separations entre les stades des operations 
industrielles et commerciales que nous voyons se distinguer et se 
succ^der depuis la mati^re premiere originaire jusqu’i la vente realis^e 
du produit entrant en consummation terminale. Citons en seul exemple 
une filifere que nous avons pu connaitre effective: la laine de moutons 
eleves et tondus en Australie devenait fil au Japon, tissu de flanelle 
dans les Vosges, tissu vendu i Paris, transform^ en vetement en 
Angleterre, vetement vendu enfin en Hollande au client qui le portera. 
Comment la suite de ces operations et relations serait-elle possible 
sans une anticipation con9ue et meme effectuee de cette realisation 
terminale, et, pour cela, sans que (bien avant que la vente du costume 
soit effectuee) un paiement de I’eleveur australien soit avance par le 
filateur japonais, pay^ k son tour par le tisseur vosgien, paye k son 
tour par le confectionneur anglais, etc. . . .? C’est-i-dire, comment 
cette filifere serait-elle possible sans I’existence et I’emploi de quelque 
moyen de repr&enter, de realiser d’avance, pour la part convenable, 
une valeur future, — ce qui est la definition meme d’un des roles, 
sinon du role le plus important, de la monnaie et des moyens mone¬ 
taires en ^conomie de type avanc 6 ? Mais pr^cisons davantage ici: 
comment serait-elle possible sans Pexistence et I’emploi de moyens 
monetaires k valeur comparable et suffisamment stable entre les nations ? 
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4® — Plus centralement encore k une iconomie avanc^e, et avec des 
implications plus durables et plus complexes encore, rappelons-nous 
que Techelonnement encore plus long comporte par une economie de 
ce type entre la fabrication et la prestation de moyens de production, 
de moyens de transport, etc. . . . (et de tous dements dont le cout ne 
se rembourse pas sur une seule s^rie d’operations), d’une part, et la 
recuperation de leur cout d’etablissement par les amortissements 
successifs obtenus sur les operations d'un nombre d’annees souvent 
eieve, d’autre part, suppose des avances encore plus considerables. Or, 
apercevons combien les processus de cet ordre, et d’autant qu’ils sont 
plus complexes et plus importants, se montrent de plus en plus relever, 
en leurs divers elements, d’economies nationales differentes: soit sous 
la forme de fourniture et vente de ces moyens effectuees d’une nation 
en une autre, avec recuperation plus ou moins edielonnee; soit sous 
la forme d’avances monetaires faites d’une nation en une autre (i court 
ou moyen terme, a long terme encore plus) qui permettent I’achat 
initial, voire meme suscitent et soutiennent I’entreprise elle-meme; 
et cela souvent avec emploi de ces avances en operations ou produits 
relevant d’une tierce nation. Comment tout cet ensemble complexe de 
relations economiques entre nations, si important dans le developpe- 
ment le plus avance, serait-il possible sans I’existence et Temploi, 
largement permis et longuement soutenu, de moyens monetaires ou 
d’expressions monetaires a valeur intemationale et suffisamment 
durable, ou tout au moins d’evolution (si elle doit ou peut evoluer) 
suffisamment previsible ? 

Des quatre points de vue ou nous venons de nous placer, apparait 
done un role central, constitutif, des moyens monetaires pour la 
formation et pour 1 ’extension des liaisons economiques entre les 
nations. II nous reste k apercevoir qu’ils en ont encore un d’egale 
importance, et d’aussi grande consequence, en sens inverse, en limi¬ 
tation, en restriction, et souvent differentielles, de ces liaisons memes. 

5 ° — En effet, e’est un fait manifesto tres general encore, et non 
point exceptionnel, que les echelles des valeurs economiques, exprimees 
nationalement dans I’unite monetaire de chaque nation, peuvent ne 
pas se correspondre en transcription intemationale, — et en un sens 
e’est meme Ik et une origine et un avantage possible de I’echange 
international—: mais il faut ajouter que ces differences peuvent etre 
d’une consistance et d’une grandeur fort diverses selon les nations, 
selon leur constitution economique, historique, et leur position ou leurs 
tendances par rapport k I’economie mondiale; et plus gravement encore, 
588 



fiVOLUTION fiCONOMIQUE ET FLUCTUATIONS MON^TAIRES 

qu’elles peuvent presenter des changements qui, entre dies, selon les 
p^riodes ou selon les cas, soient bien loin d’etre assez synchroniques, 
ou encore assez homologues de sens, de caractere, de proportion, pour 
ne pas alt^rer parfois soudain, et en tout cas grandement, leur situation 
6 conomique relative. De li, de brusques handicaps, que Teconomie 
nationale mise en inferiorite relative (par rapport a sa situation relative 
antdieure elle-meme) peut difficilement accepter sans essai de re¬ 
sistance et de defense. De li de soudains changements (tels que ceux 
dont Inexperience recente nous fournit tant d’exemples) dans les 
niveaux relatifs des prix de revient, des couts de la vie, devenus plus 
eleves, moins eleves, qu’en leur rapport precedent, entre pays con¬ 
currents, entre pays vendeurs et pays acheteurs, etc. . . . De li aussi les 
mesures de caractere different envisagees, tentees, de protection, tantot 
contre une economic de type superieur, tantot, k Toppos^, contre une 
economic de type inferieur. Nous n’avons point ici k enum^rer ou 
esquisser seulement tous ces ordres de faits. Mais nous devons marquer 
et retenir qu’ils se caracterisent tous par une differenciation entre les 
echelles des valeurs monetaires nationales, par rapport au terme de 
reference commune anterieur. 

Et dhs lors, de ce chef, comme des quatre precedents, et en I’un 
comme en Tautre sens, ne pouvons-nous pas conclure en faveur des 
theses pr^sent^es ? 

# 

# # 

Pour autant qu’existent et se developpent d’ensemble, ou encore se 
restreignent differemment, des relations economiques entre les nations, 
ne prennent-elles pas, n’impliquent-elles pas une expression monetaire 
commune (ou reductible d’une des expressions monetaires k I’autre)? 
et mieux ne procedent-elles d’une expression monetaire commune? 
d’une expression monetaire commune dont la valeur, actuelle, future, 
soit distinctement definie, suffisamment stable, ou au moins suffisam- 
ment pr^visible? 

S’il en est ainsi, ne sommes-nous pas conduits k apercevoir que la 
formation et revolution de ces relations economiques entre nations 
doivent bien etre en etroite et directe liaison possible, probable, avec 
ces moyens monetaires, et cela specialement selon la constitution et 
revolution internationales de ceux-ci? et que les positions et les 
modifications de position des diverses nations par rapport k cette 
economic internationale commune doivent bien etre elles-memes en 
liaison possible, probable, avec les differenciations, et changements de 
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difFerenciations, de leurs conditions monetaires par rapport k leur 
reference commune ? 

Mais quelle est au juste cette liaison ? de d^pendance fonctionnelle, 
ou bien micanique? d’antec^dence au titre de condition, ou au titre 
de cause? directe et se suffisant, ou impliquant des facteurs intermi- 
diaires et plus topiques encore? Voili ce que seule une recherche 
positive dument fondle, dument poussie, pourrait degager valable- 
ment. Notre but ici serait atteint si ces brfeves remarques avaient amen6 
k penser qu’une telle recherche apparait meriter d’etre ainsi pos6e, 
ainsi poursuivie, et par li conduite a des resultats de quelque valeur 
de faits et de quelque portee d’explication. 
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CARL SNYDER, Federal Reserve Bank of New York 

It is banal to observe that two great discoveries, chiefly, have con¬ 
spired to transform the ancient world of grazing flocks and hand-tilled 
fields into the mighty industrial system of to-day, with its prodigious 
engines and machinery of production and distribution. To these, in 
our own lifetime, has been added a third. 

Needless to say, these are steam and electricity, and now the oil and 
gas engine. And the interesting thing is that for thousands, nay, for 
tens of thousands of years, these great powers lay unknown and un¬ 
suspected—^until the discoverer came. 

Who, for example, would have suspected that the oil floating upon 
creeks here and there might reveal a new power that would carry an 
aeroplane at three hundred miles per hour ? Who would have dreamed 
that, by whirling a bar of soft iron between coils of copper wire, we 
might grind out vast quantities of electricity—so to speak, out of the 
air; and with this drive millions of motors and machines, placed where¬ 
soever we like ? And who, in turn, would have suspected that the forces 
of the lowly tea kettle might be employed to speed colossal palaces of 
steel across the oceans at six or seven hundred miles a day ? 

These and most other notable products of invention and science 
required for their realization long, patient, tedious measurement and 
experimentation, i.e. research workers. These are the revealers, the 
inventors, the creators, of the powers and the wealth of the modem 
world. 

Yet, for three years and more, now, this prodigious miracle of our 
modern industrial organization has stood half paralysed, mills idle, 
millions of workers in want. That is the paradox. And it is all too evident, 
from the endless controversy, and countless “remedies” offered, that 
there is not even an approach to any kind of agreement, or understanding 
as to the reason why. 

The economists cannot agree; therefore, it is clear none has decisive 
proof; that is, definite knowledge. This is evident from the oft-repeated 
remark that if an opinion were asked of the twelve leading economists 
of this country, or of all countries, they would return at least ten or 
eleven different answers. No better off is the banker or the captain of 
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industry than the man in the street. And yet we have had recurrent 
depressions, none perhaps as severe as this, for more than a hundred 
years. 

This complete failure of economic and social understanding to 
keep pace with scientific knowledge and the mechanical revolution— 
in a word, with the rise of Science and the coming of the Power Age—• 
is one of the striking contrasts of our time. What is still more poignant 
is the evidence that apparently we shall emerge from this depression, 
when and if we do, with no more understanding and no greater powers 
of future control. 

All this is but too evident from the flood of “plans” and theories 
and “explanations” which pour forth in bewildering confusion, and 
for the most part in utter contradiction and variance one with another. 
And with a few notable exceptions all this, clearly, is largely dream stuff, 
supported by no serious proof or even careful investigation. It is well 
known to the psychiatrist that the lunatic asylums are full of similar 
saviours of society, writing reams of similar stuff. 

Why no agreement? Why no serious proof? Why are the economists 
and the experts almost as bewildered or, if not bewildered, as utterly 
divided in their theories, explanations and proposals as the gentlemen 
of the lunatic asylums ? 

The answer is, as the writer sees it: Because there has been so little 
careful, patient, scientific study of the same type, and utilizing the 
same methods of investigation, as those which have created our modern 
industrial world. 

Almost wholly, scientific understanding and revolutionary inven¬ 
tions are the result of patient measurement, comparison and experi¬ 
mentation. Without this, Faraday’s modest contrivance of coil and 
magnet could never have been developed into the fifty thousand 
horse-power electric dynamo of today. Without this, indeed, even 
the modest contrivance itself would never have been built. Faraday’s 
discovery, perhaps the greatest single discovery in the history of the 
modern world, was the result of a finely trained scientific imagination 
united with a capacity for long, patient research. The same is true of 
the radio, the telephone, the telegraph, the telescope and all our 
modern miracles. 

Economists have been slow to utilize the extraordinarily fruitful 
methods of the physical sciences. It has been much pleasanter, and 
much easier, to exercise their astonishing powers of logic and dialectic, 
at what they are pleased to call “reasoning” about things, than to search 
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through weeks and months and years for the solid foundations of scien¬ 
tific proof. And this explains why, in general, economics has made 
such slight progress (if any) in more than a hundred years, and why it 
is today so largely but a repetition of the words (just words) of Smith, 
and Malthus, and Ricardo, and Mill. Professor Cassel has been one of 
the rare exceptions. 

Still more discouraging is the fact that the effort towards some sort 
of a scientific basis for economics dates far back. More than a hundred 
years ago, daring spirits had begun to attempt measures of the variations 
of prices and slowly developed the concept of price levels. This was after 
Ricardo had explained that the whole idea of attempting to make an 
average of all kinds of prices was pure nonsense and meant nothing. 
Today we have scores and hundreds of such indexes, of the widest 
variety, and yet there are few economists who know or would believe 
there is such a thing as a fairly definite price structure \ that is, that 
prices tend to fluctuate more or less together, and in spite of wide 
variations that, for the most part, the relationships of these prices in 
this price structure have changed but little in the last sixty or eighty 
years, at least. 

While the economists have been dreaming, arguing, disputing over 
questions of changing costs of production and all the like, the prices 
of the great bulk of commodities, with some notable exceptions, of 
course, have changed relatively in but a slight degree. 

From this comes the obvious suggestion that the main forces in the 
wide variations in prices and in the price level, have been forces extra¬ 
neous to the commodities and the products themselves, and not inherent 
in industry and production. In a word, that the costs of production 
are themselves largely determined by these extraneous factors; and the 
relative costs of production, in the great body of things, have varied 
in the main surprisingly little. This simply means that technological 
improvement tends to spread rather evenly and to be realized in all 
kinds of industry in a somewhat similar degree. 

All this can be demonstrated very simply and easily, as I have 
elsewhere set forth; and all this, of course, has a fundamental bearing 
upon the question as to why we should have had in the last three years 
and a half the greatest fall in prices, outside of war disturbances, which 
has been known in this country in a hundred and fifty years, through 
which the record extends. But in the multitudinous “explanations” 
offered for this unexampled and disastrous decline, these definite facts 
are largely ignored. 
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So with the problems as to the volume and variations in production 
and trade. Though economists have been learnedly discussing these 
questions for a hundred years and more, it is an astonishing thing 
that until ten or fifteen years ago no careful measures, no determina¬ 
tive and decisive tests^ of all the endless theories about these things, 
existed. 

And so with the idea that all industry has very definite rates of 
growth, and especially industry as a whole, very slowly changing rates 
of growth, as though there was a very real momentum or inertia involved 
in these things. Professor CassePs estimate of the rate of growth of 
industry in Europe, first published, I believe, in 1904, was, so far as I 
know, the earliest estimate that had been made. But it was not a measure¬ 
ment; it was a deduction, a deduction from a theory, which theory, 
in turn, had then, I should say, relatively little clear, conclusive, induc¬ 
tive support. It is only since the War that such measures have been 
undertaken, and these rates of growth carefully computed. 

That, in turn, these measures have a decisive bearing upon all 
the theories of “over-production,’’ “excess capacity,” “unbalanced 
industry,” and their endless variations and commutations, is as yet, 
I fear, caviar to the great majority of economists. To my definite 
knowledge, these measurements and these computations of rates of 
growth have been flouted by distinguished economists like Mr. Keynes 
and Mr. Hawtrey, not to speak of a multitude of others, as either pure 
nonsense or entirely useless and a waste of time. Their logic and their 
powers of reasoning are so superior to anything so crude as actual 
measures or ascertainable facts. 

As little did it seem clear that such measurements were of vital 
import to the central problem of all economics, that is to say, the relation 
of money, trade and prices; a problem before which all other economic 
questions are of relatively slight consequence. So long as it was possible 
to theorize about “over-production,” in all its protean varieties, it was 
impossible to build up in most minds a feeling of probability that 
violent fluctuations in the broad general level of prices were solely a 
monetary phenomenon; nor can a large portion of economists believe 
this to the present day. Still less that here is the vital factor which not 
only determines booms and depressions but their duration and severity 
as well. 

Admitted that wide changes in the volume of the “currency,” or, 
more broadly, in the volume of monetary supply were of influence, 
were there not other factors just as important? For example, the activity 
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or rate of turnover of this circulating medium, the so-called ‘‘velocity 
of money.” Is not this an independent factor, recurrently intruding to 
confuse the calculations and upset the naive notions of the “quantity 
theorists” ? What vials of scorn and contumely have been heaped upon 
this poor old work-horse of “quantity of money”! America, at least, 
has a veritable little army ready for immediate assault upon any luckless 
wayfarer from a crude and unmatured past who ventures to employ 
this provocative phrase. 

For how could the ordinary man—not to speak of economists— 
really have any well-grounded ideas about this question until we had 
accurate measures, first, of the fluctuations of trade and industry 
itself, and secondly, of the rate of turnover of money, or its modern 
equivalent of bank deposits? Perhaps we should also add, an adequate 
and sufficiently inclusive measure of the broad General Price Level. 

It is of interest that we have had such trustworthy measures only 
within the last ten years. For the measures of the variations of trade it 
was necessary, first of all, to establish a measure of the long-term trend 
of increase. For in progressive countries, at least, like the United States 
and Europe, production and trade, taken over decennial periods, reveal 
to a remarkable extent continuous increase. 

Plainly, if this growth of industry has a definite gradient^ then the 
variations of trade must be taken from this continuously rising volume 
of trade, and not from some fancied, and purely arbitrary, “level.” 
All this seems perhaps elementary now, but this was not true even 
twelve or fifteen years ago. A quarter of a century ago Professor 
Kemmerer and, following him, Professor Fisher, had tried in vain to 
present convincing evidence of this now simple-seeming truth. 

But the data they had at their disposal were inadequate for their 
purpose. With the extraordinary burst of statistical activity which came, 
in and since the World War, these data are now available in full measure; 
and while there are some differences to be found in the measures of the 
rate of this industrial growth, and the degree of variation of trade from 
this line of growth, these differences are not wide and the results sen¬ 
sibly concordant. 

The only extended measures of velocity in the United States have 
been those made in my department. Similar measures have been 
attempted by Edie and Weaver for England. These measures seem to 
establish the fact that the activity of business and the activity of bank 
deposits, as perhaps might have been expected, tend to vary rather 
closely together. There are occasional discrepancies, as in the fantastic 
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outbreak of speculation in the United States in ’28 and *29; but these 
aberrations may now be readily recognized and properly allowed for. 

What then becomes of the famous “equation of exchange/’ about 
which so much has been written in the near to half-a-century since 
it was first algebraically set forth, independently, by the distinguished 
astronomer, Simon Newcomb, and Professor Shield Nicholson, of 
Edinburgh? Clearly the influence and effect of the variations in velocity, 
if they are fairly synchronous with the variations of trade, must be 
cancelled. And the despised Quantity Theory steps forth in perhaps a 
more rigid and uncompromising form than ever before, that is to say, 
that if the quantity of circulating medium be increased at even pace 
with the normal increase of trade and industry, the price level, and there¬ 
fore the long chain of other economic effects, will be approximately 
stable. But have we any proof of this? What proof? 

Definitely is it clear that this relationship—^the Trade-Credit ratio, 
as I have called it—does not correspond closely with our familiar indexes 
of commodity prices at wholesale, as the present writer, and also 
Dr. B. M. Anderson, among others, has shown. But what reason had 
we to suppose that such a correspondence with wholesale prices would 
necessarily exist, save in the naive supposition that our indexes of 
commodity prices at wholesale are an adequate or even approximate 
measure of the broad level of all kinds of prices? 

It is extremely difficult in the present stage of statistical develop¬ 
ment to construct such a broad index; the material is inadequate. But 
an empirical attempt to construct such an index had been made by the 
writer some ten years ago, in an endeavour to obtain from bank clearings, 
now bank debits, an independent measure of the variations of trade. 
When this confessedly crude attempt at a measure of the general price 
level was employed for comparison with the so-called trade-credit 
ratio, the results for the half-century or more for which the data were 
obtainable were surprising. For the years from 1918 to date, for which 
more representative data are available, quarterly, the results have been 
still more surprising, and could scarcely belong to the realms of chance. 

It is, therefore, the writer’s belief that this long-standing controversy 
as to the relation of money and prices, a controversy that has extended 
at least from the writings of Jean Bodin, in 1568, to the present day, 
has been definitively resolved. It will doubtless be a long time before the 
validity of this proof will be accepted generally by economists. But this 
is merely the usual thing throughout the whole history of the scientific 
advance. It was a matter of eighteen hundred years from the time 
596 



MEASUREMENT VERSUS THEORY IN ECONOMICS 

that the Greek geometers in Alexandria had set forth decisive and 
unescapable proof that the sun was a vast body at an almost immeas¬ 
urable distance, and that this lowly earth is but a satellite, before it 
was definitely accepted even by the greatest astronomers living. 

All of the physical sciences, astronomy, mechanics, physics, chemistry, 
have had to undergo the same process of development, viz. the estab¬ 
lishment of adequate measurements and, with these, correlations so 
conclusive as to force acceptance of their implications. It is the same 
with biology in our own day, and it will doubtless be the same with 
the still more undeveloped disciplines of psychology and economics 
in the future. 
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THE MONETARY QUESTION IN 
GREAT BRITAIN 


JOSIAH C. STAMP, Lmdon 

It has been said recently, with a rather grim wit, that books on Mone¬ 
tary Science should be written in loose-leaf binders. Certain it is that 
the developments of the subject in the last fifteen years have been various 
and bewildering, but when the time comes and they can be looked 
back upon calmly and analytically, the name of Professor Gustav 
Cassell will be a most honourable one in every respect. As a pioneer 
who was elaborating theory that was quickly put to the practical test, 
such as the principle of the purchasing power parity; as a commentator 
on current events, and as an analyst explaining what had been passing, 
he has earned the respect of all of us, and students of monetary science 
in all countries join to do him honour. 

We are increasingly realizing that monetary science can never be 
exactly laid down because it is a subtle compound of the quasi mechani¬ 
cal and quantitative forces and equivalents of the pure quantity theory 
of money with an attitude of mind about money, and if that attitude 
changes some of the principles will refuse to work. It is as though we 
constructed a machine with a propeller to work in water and then asked 
it to do its work in syrup or in air. All the quantitative relationships 
upon which we build the science depend on reasonable consistency 
in the reactions of economic men in groups to certain stimuli. We 
realize that nothing is either good or bad, but thinking makes it so, and 
that that system will be unsafe which people persist in thinking is 
unsafe. In short, the element of confidence is capable of much wider 
variation than we had thought and, taken beyond certain limits in either 
direction, it renders possible or impossible, as the case may be, the 
application of our principles. If people in the mass persist in thinking 
that certain monetary mechanism is not safe, they will certainly succeed 
in making it unsafe. In the field of currency, mass psychology has its 
greatest scope for economic derangement. Men will run as fast from a 
dog that they think is a wolf, as they would if it were really a wolf, 
so that although at bottom economic facts are the things that matter 
in the end, in the short run, what people think about economic facts, 
however mistakenly, is just as important as the fact itself. It may be 
a long time before they find out their mistake and gain confidence 
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and, in the meantime, their flight from one fancied horror, will bring 
new horrors in its train. 

The uncomparable derangement in which we now find the world’s 
monetary affairs at the time of writing, and the exceedingly difficult 
task before us of restoring the damage, and also making a new machine, 
which will not go wrong in the same way as the old, call for a careful 
examination in every country of the particular ills to which it has fallen 
a prey; the particular hopes that it desires to preserve and the particular 
psychological difficulties that its history and traditions and politics 
make likely to persist. These certainly differ in all the separate countries, 
and this article is to survey what, in the writer’s judgment, are finally 
emerging as the particular difficulties of the past in relation to mone¬ 
tary affairs in the United Kingdom. There have been many charges 
and counter-charges—some of them from abroad, some from political 
rivalries within, and some from a genuine conflict of economic ideals. 
Many of them depend upon different estimates of what human nature 
can stand and understand. 

What, then, are the weaknesses that stand revealed so far as England 
is concerned? I should enumerate seven as being the most important 
or distinctive. First, London by reason of its immense financial services 
to the Empire and the world, by its traditional leadership in the gold 
standard from the nineteenth century, and by the prevalence of the 
sterling bill, has been a too sensitive reservoir of world funds. This 
situation might have been different if any one person or Institution 
had been conscious of the totality of the movements, but in the aggre¬ 
gate we have been ignorant of them. Even at a time of special investi¬ 
gation, when the Macmillan Committee on Finance and Industry 
was paying particular attention to the subject and collecting special 
ad hoc statistics, they failed to grasp the whole truth. In asking them¬ 
selves the question “how sensitive is London to a sudden flight from 
sterling, either in distrust of London and sterling or because of diffi¬ 
culties in foreign monetary centres, making it necessary for them to 
repatriate their deposits?” they ascertained the deposits in the London 
banks and came to the conclusion that London was reasonably secure 
on balance from foreign pressure, but they did not know and did not 
ascertain the deposits in the London branches of foreign Institutions; 
nor was anyone really seized of the actual position in London; it had 
been no one’s business and it was not realized how increasingly sensitive 
this liability had become. If any market was to have as great a capacity 
for variation in range and as great a sensitiveness then it could only do 
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so with safety if the conditions were known, at any rate, to someone 
in control, if not publicly. But these vast aggregates were varying without 
the knowledge of any living soul; varying in hidden conditions in which 
disaster was a question only of degree. A sine qua non of the future, 
therefore, is that the Central Bank or the Government should have 
some fairly approximate and frequent up-to-date knowledge of the 
total balance of indebtedness in its markets. 

In the second place, the charge often made by continental writers 
that the responsibility for working the gold standard throughout the 
industrial organism was not recognized, must be admitted to be in 
part true. The gold standard certainly presupposes that the flow of 
gold to balance international trade must work out its effects in raising 
and lowering costs; otherwise, that standard is meaningless. The gold 
was flowing for political reasons and other reasons that were artificial 
compared with the balance of trade, and every effort was made to prevent 
wages and other costs rising and falling. The natural reactions of the 
gold standard were, therefore, denied—denied no doubt, or prevented, 
in self-protection, but all the same having the effects of prevention 
in destroying the self-balancing qualities of the gold standard. England’s 
reactions were too tardy and too limited, and the consequence was 
growing unemployment, due to the increasing level of real wages and 
the spiral of deflation. The lesson for the future is that gold ought not 
to flow for any other purpose than trade balancing, and that if it does 
not then the responsibility for allowing it to have its natural effects 
upon the price level can be more readily accepted; but all the same it 
ought to be accepted. The social question, however, arises as to whether 
democratic institutions and Governments will trust themselves to this 
mechanism, so sacred are the obsessions about the fixity of money 
wages and interest contracts. 

In the third place, the flow of monetary savings or subtractions 
of purchasing power from current expenditure is too steady and 
unyielding in a country with a net-work of provident institutions, 
insurance societies, sinking funds, and other irresistible streams which 
do not respond to the governing factor of price. If the change in the 
price of money has not the time-honoured economic effect of other 
changes of price in equating supply and demand, we are bound to get 
a condition of unstable equilibrium and the phenomenon of savings 
being far in excess of investment, and bringing about an excess of 
current production over current consumption, and consequent unem¬ 
ployment, is one that is partly due to this insensitiveness. It cannot be 
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said that we ought for the future to restrict the amount of savings in 
these compulsory directions, but we ought to find some way of making 
the investment market more sensitive and absorbing. This is mainly a 
problem of confidence and perhaps when the other factors are put right 
this new confidence will be a natural product. 

The fourth aspect is allied to the foregoing excessive steadiness of the 
flow. It is that the connection between the capital uses of money and the 
supply of money for those uses is too remote and disjointed, it being 
impossible to retard or enlarge the flow, as the case may be, very quickly 
or sensitively, so that the next best thing is to cultivate the technique 
through public and private investments, acting in a complimentary 
way to each other, of absorbing these funds; and here large questions 
of politics and governments are raised. Expenditure on public works, 
however useful for economic reasons, raises questions of politics and 
efficiency which may not be easily solved. 

In the fifth place, a centre like London, which is looked upon to 
superintend and supply funds for foreign borrowers all over the world, 
can in the long run only supply what is left out of the total savings of 
the country after home capital is absorbed. If at any time these claims 
are greater than the home savings, difficulties are likely to arise. 

Now the perfection of London as a lending market is a separately 
developed technique and it has no necessary connection, except so far as 
checked by underlying economic forces, with the total savings available 
at any time. It is possible for it to go on approving loans and meeting 
them, while its citizens have not really put themselves in a position 
to implement those loans out of their own resources. The underlying 
tendency, then, is for the funds to be drawn from foreign markets on 
short term, and we get a lack of equilibrium between the “time” quality 
of the money loaned and money borrowed which some day is fraught 
with difficulty. Here again, a closer knowledge of economic conditions 
at home and abroad and some central control over private lending 
houses seem to emerge as desirable. 

In the sixth place, if London loans money abroad on a large scale, 
but the North of England, in its exporting industries, has costs too high 
for successful foreign exportation, then our industries will fail to 
implement what our financiers have promised to lend, for in the long 
run, financial loans must be implemented by industrial exports, except 
so far as they absorb foreign funds due to us. If our export costs are 
maintained, by trade union action or otherwise, on too high a level, 
then a great strain must be thrown upon the gold reserves or upon a 
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good equilibrium between lending and borrowing. In the past no 
attempt has been made to link the amount of our London lending 
abroad with our power to export. 

In the last place, with a rapidly falling price level, real wages have 
increased at a great speed. The purchasing power has been transferred 
from the hands of ordinary shareholders and institutions, who might 
have used it for increasing investments abroad. It has got into the hands 
of millions with increased purchasing power, who have enjoyed their 
new-found command over foreign produce of all kinds. In this way 
it has become fatally easy to squeeze the favourable balance of trade 
into the standard of living and to increase the actual total quantity of 
goods purchased from abroad at a time when the actual capacity of a 
country to purchase, judged by its productive power, is falling rapidly. 
This was one of the reasons why the balance of trade went so heavily 
against Britain in 1929,1930, and 1931. For the future, in order to avoid 
it, we can only say that prices ought not to be allowed to fall because 
they make a constant money wage into a dangerously high real wage. 
But inasmuch as this is a pious wish, easier to enunciate than to achieve, 
we have to say the next best thing, viz. that if prices do fall and real 
wages do rise there should be a greater measure of adjustment in the 
industrial machine to counteract it. This answer is also, under modern 
conditions, more or less visionary. Perhaps the next best thing is to 
impede the flow of goods from abroad by artificial means, duties, etc., 
in order that the balance of trade may be properly protected and real 
wages prevented from becoming too high. It is a hard doctrine, but the 
proper economic line here would be to make good some of the transfer 
between the ordinary shareholder and the receiver of relatively fixed 
incomes and wages by relieving the taxation on the former, enabling 
him to have more to save, and increasing the taxation on the latter, 
preventing him from straining the gold position, endangering the foreign 
loan market, and upsetting the whole economic organism by an excessive 
import of foreign foods and luxuries. 

These seven fundamental causes are interlocked and interlaced. I 
have had Britain in mind throughout and I do not doubt that a similar 
survey of the strains and stresses in other countries will throw up 
tendencies which are individual to each of them. It is only by agreement 
upon the same central principles and careful protection against our own 
idiosyncrasies that we can hope to work the international machine. 
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DAS REFLATIONSPROBLEM IM LICHTE DER 
THEORIE DES “NEUTRALEN” GELDES 


G. M. VERRYN STUART, Nederlattdsche Handels-Hoogeschool, Rotterdam 

Die heutige Wirtschaftsdepression hat bekannterweise zum weitaus 
grossten Sturze des Preisniveaus gefiihrt, der in der Konjunktur- 
geschichte des letzten Jahrhunderts vorgekommen ist. Dass dieser 
allgemeine Preisfall von einer Einschrankung des Geldquantums, 
namentlich aber von einer Abnahme der Umlaufsgeschwindigkeit des 
Geldes verursacht wurde, und dass die Deflation iiberall, ganz besonders 
jedoch in denjenigen Landern, die bis jetzt an der Goldwahrung 
festgehalten haben, den Umfang und die Dauer der Depression sehr 
ungiinstig beeinflusst hat, wird in steigendem Masse die communis 
opinio. 

Sobald es sich aber urn die Frage handelt, ob man die heutige 
Depression durch eine reflationistische Geldpolitik, d.h. eine syste- 
matische Erweiterung des zirkulierenden Geldes in seinenverschiedenen 
Formen, bekampfen kann, treten bedauerlicherweise noch immer die 
grossten Meinungsverschiedenheiten hervor. 

Einerseits begegnet man der Auffassung der Deflationisten, welche 
eine dauerhafte Herabsetzung des allgemeinen Preisniveaus und eine 
Anpassung von Geldiohnen, Zinsen, Mieten, Pachten, Staatsausgaben 
und uberhaupt von alien Preisen geringer Flexibilitat an das gesunkene 
Niveau der Grosshandelspreise wiinschenswert erachten. Dieser 
Standpunkt findet namentlich in den L^dern mit effektiver Gold- 
wahrung, wie Frankreich und Holland, einflussreiche Vertreter. Nach 
dieser AufFassung wird die zusammengeschrumpfte Produktion sich 
nach einer drastischen Herabsetzung der Kosten der Untemehmer 
automatisch wieder ausdehnen. Erweiterung der Geldzirkulation konne 
nur zur Erhaltung flnanziell schwacher Unternehmungen und zu einer 
ungesunden Lage defizitarer ofFentlicher Finanzen fiihren. Starke und 
gutfundierte Unternehmungen konnen auch jetzt in aller Fiille Kredit 
bekommen, brauchen ihn aber nicht. “Reflationskredite” seien darum 
in der heutigen Lage durchaus ungesund und deshalb wirtschaftlich 
unerlaubt. 

Dem gegenuber steht die AufFassung der Reflationisten. Diese 
weisen namentlich darauf hin, dass durch die Deflation als solche eine 
Reihe von Unternehmungen, die bei stabilem Geldwerte durchaus 
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gesund sein wiirden, Schwierigkeiten empfinden, und dass man deshalb 
versuchen miisse, die Fehler des Geldwesens zu korrigieren anstatt das 
Wiitschaftsleben einem peinlichen und im Grunde nicht notwendigen 
Anpassungsprozesse zu unterwerfen. Manche Reflationisten befiir- 
worten eine Erweiterung der Geidzirkulation, die geniigen wiirde, um 
die Grosshandelspreise wieder zum Niveau des Jahres 1928 oder 1929 
steigen zu lassen, wonach eine Stabilisierung auf diesem Niveau folgen 
konnte. Namentlich in den angelsachsischen Landern wird die 
Ausfiihrung eines grossziigigen Wohlfahrtsplanes zur Erreichung 
dieses Zieles empfohlen. 

Eine Erorterung dieser Fragen ist mir gerade deshalb eine sym- 
pathische Aufgabe, weil in meinem eigenen Lande und in den Landern, 
die bis jetzt an denselben monetaren Prinzipien festgehalten haben wie 
Holland, eine Reihe von Missverstandnissen auf diesem Gebiete zu 
beseitigen ist. 

Wer sich liber die Geldfrage eine richtige Auffassung bilden will, 
muss zunachst feststellen, worin das Ziel der Geldpolitik zu bestehen 
hat. Das fiihrt sofort zur Frage der Wertbestandigkeit des Geldes. 
Die Forderung der Wertbest^digkeit wird allgemein anerkannt. 
Was darunter jedoch zu verstehen ist, dariiber gibt es leider wieder 
grosse und prinzipielle Meinungsverschiedenheiten. Eine Stellungnahme 
zu diesem Problem ist deshalb notwendig. 

Wenn man vom Gelde verlangt, dass es wertbest^dig sein soil, 
so geschieht das wohl zunachst deshalb, weil das Geld ein zuverlassiges 
Tauschmittel sein muss mit Bezug auf alle wirtschaftlichen Verhaltnisse, 
die sich liber einen gewissen ZIeitraum erstrecken; ein Tauschmittel, das 
nicht zuverlSssig ist, fiihrt zu einer Bevorzugung gewisser Gruppen in 
der Gesellschaft unter gleichzeitiger Benachteiligung anderer Gruppen, 
mit alien sich daraus fur das Wirtschaftsleben ergebenden Gleich- 
gewichtsstorungen. Und in zweiter Linie fordert man Wertbestandigkeit, 
damit die Wirtschaft eine zuverlassige Rechnungseinheit erhalte in 
alien denjenigen Fallen, in welchen entweder in einem bestimmten 
Augenblicke oder mit Bezug auf eine langere Periode die verschiedenen 
Gliter und Dienste mit einander vergleichbar gemacht und deshalb 
auf einen gemeinsamen Nenner reduziert werden mussen. 

Diese Postulate werden nun vom Gelde befriedigt, wenn sich in 
einer Geldwirtschaft die Preise aller Gliter und Dienste in demselben 
Verhaltnis zu einander bilden, wie dies bei einer reibungslosen 
Naturalwirtschaft der Fall sein wiirde, bei einer Naturalwirtschaft 
also, wo jeder Teilnehmer im Tauschverkehr dasjenige fiir die von 
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ihm dargebotene Leistung bekommen wiirde, was der jeweiligen 
Wirtschaftslage reell entsprechen wiirde. Erfiillt das Geld seine Rolle 
in dieser Weise, so tragt es einen “neutralen’’ Charakter. Es vermittelt 
den Tauschverkehr in einer Weise, in welcher seine Vermittlung die 
Preisverhaltnisse nicht stort, sondern dieselben gerade in der wirt- 
schaftlich richtigen Weise zum Ausdruck bringt. In einem derartigen 
‘ ‘neutralen** Gelde konnen alle langfristigen Vertrage ruhig abgeschlossen 
werden, und als Rechnungseinheit wird es seiner Aufgabe vollig 
gewachsen sein. 

Es fragt sich nun aber, ob sich in dem Wirtschaftsleben, mit welchem 
wir tatsachlich zu tun haben, ein brauchbarer Massstab fiir die Neutrali- 
tat des Geldes feststellen lasst. Diese Frage kann bejahend beantwortet 
werden. Angesichts des begrenzten Umfanges dieses Artikels, an welchen 
ich mich jetzt begreiflicherweise zu halten habe, muss ich mich auf 
eine ganz kurze Auseinandersetzung meines Standpunktes beschranken. 
Nach meiner Auffassung ist das Geld “neutral,*’ wenn seine Kaufkraft, 
gemessen an einem allgemetnen Index, stabil bleibt. Diesemallgemeinen 
Index sollen prinzipiell die Preise aller Guter und Dienste zu Grunde 
gelegt werden, welche gegen Geld gehandelt werden, wobei so viel 
wie moglich jeder Preis auf Grund des gehandelten Quantums gewogen 
werden muss. Ich bin mir vollig darviber klar, dass ein derartiger 
Index nicht fehlcrlos ist; er gibt aber nach menschlichem Ermessen 
das beste Mittel, um die Neutralitat des Geldes annahernd genau 
feststellen zu konnen. 

Will man in der Geldpolitik ein neutrales Geld erreichen, so hat 
das in der iiblichen Weise zu geschehen, d.h. Erweiterung der Geld- 
schopfung bei steigendem, Einschrankung derselben bei sinkendem 
Index. 

Einige Beispiele mogen das obenstehende erlautern. Nehmen wir 
einmal an, dass in einer gewissen Periode die Produktion eines Gutes 
zunimmt, wahrend der Preis eines jeden auf den Markt gebrachten 
Exemplares im gleichen Verhaltnis zu dieser Zunahme sinkt. Die 
Elastizitat der Nachfrage ist also gleich der Einheit. In diesem Falle 
wird sich nach der oben angegebenen Methode der Index nicht andem, 
weshalb auch die Geldschopfung keiner Veranderung unterzogen zu 
werden braucht. Das ist unter den vorausgesetzten Bedingungen 
auch wohl selbstverstandlich. Die Produzenten des betreffenden Gutes 
werden zusammen dieselbe Geldsumme fiir ihre Produkte empfangen wie 
zuvor, und die Konsumenten reagieren auf das vergrdsserk Angebot 
durch Aufnahme desselben gegen genau dieselbe Geldsumme, welche 
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sie auch friiher zu zahlen gewohnt waren. Daraus wird gewohnlich 
keinerlei Stoning der Wirtschaft hervorgehen. Wiirde die Geldpolitik 
hier aktiv eingreifen, z. B. in der Absicht, den Preis dieses Gutes, der 
ja pro Einheit gesunken ist, wieder zu erhohen, so wiirde das in diesem 
Falle zu einer Reihe inflationistischer Storungen fiihren. 

Nimmt dagegen die Produktion eines Gutes bei unelastischer 
Nachfrage zu, so wird bei den Konsumenten des betrefFenden Gutes 
eine gewisse Kaufkraft frei. Wird diese Kaufkraft anderswo angewandt, 
so lasst sich eine Stoning der Wirtschaft im allgemeinen vermeiden 
Oder doch sehr beschranken. Die Produzenten des Gutes, fiir welche 
die Nachfrage unelastisch ist, werden sich wahrscheinlich zum Teil 
anderen Produktionszweigen zuwenden, und zwar denjenigen, in 
welchen sich jetzt die neue Nachfrage der Konsumenten entwickelt 
hat. In dieser Weise wird sich nach einer gewissen Uebergangszeit 
ein neues Gleichgewicht erreichen lassen. In diesem Falle wird der 
allgemeine Index des Geldwertes stabil bleiben. Der Riickgang dieses 
Indexes, der durch den Preisfall des Gutes mit unelastischer Nachfrage 
verursacht werden wiirde, wird kompensiert durch die Preissteigerung, 
die anderswo in der Wirtschaft stattfinden wird. 

Wird jedoch die freie Kaufkraft der Konsumenten aus irgendeinem 
Grunde stillgelegt, so sinkt der Index; es entsteht eine Deflation^ 
welche eine gewisse monetare Korrektur erfordert, auf welche ich 
spater naher eingehen werde. 

Die umgekehrte Lage — zunehmende Produktion von Giitern mit 
elastischer Nachfrage—ist charakteristisch fiir Hausseperioden. Besteht 
bei gesteigerter Produktion von Giitern, die einer unelastischen 
Nachfrage begegnen, die Gefahr, dass die frei gewordene Kaufkraft 
der Konsumenten stillgelegt wird, und eine Deflation entsteht, so 
begegnet man bei zunehmender Produktion von Giitern mit elastischer 
Nachfrage der Gefahr, dass die Entwicklungschancen der neuen 
Produktion eine Erweiterung der Geldschopfung veranlassen, sodass 
die Steigerung des Indexes als Folge der Zunahme des Absatzes von 
Giitern des vergrosserten Produktionszweiges nicht kompensiert wird 
durch eine anderswo stattfindende Preissenkung, und eine Inflation 
entsteht. Denn es kann leicht vorkommen, dass zur Befriedigung der 
elastischen Nachfrage einer bestimmten Gruppe von Konsumenten 
Kredit aufgenommen wird und die Geldzirkulation zunimmt, wahrend 
die Nachfrage nach anderen Giitern die gleiche bleibt. 

Aus dem obenstehenden geht hervor, dass die Bewegung eines 
allgemeinen Geldwertindexes mit den Bewegungen der Indexzahlen 
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einzelner Giiter oder Giitergruppen durchaus nicht parallel zu verlaufen 
braucht. Im Gegenteil, in einer Periode zunehmender Produktion von 
Giitern mit elastischer Nachfrage ist es sehr wohl moglich, dass eine 
Inflation im oben angegebenen Sinne stattfindet bei tatsachlicher 
Senkung jedes Einzelpreises. Sicher ist, dass die vielfach angewandten 
Grosshandelsindexzahlen an sich nicht geniigen, um von der Wert- 
bestandigkeit des Geldes ein zuverlassiges Bild zu geben, erstens, weil 
sie in den meisten Fallen ungeniigend gewogen werden (das zeigt sich 
namentlich in den Fallen, in welchen Vorrate kiinstlich vom Markte 
fern gehalten werden, um den Preis hoch zu halten), und zweitens, weil 
vielfach ausserhalb des Kreises der Grosshandelspreise Preisver- 
schiebungen stattfinden, die mit den Bewegungen des Grosshandels- 
indexes nicht parallel verlaufen. Beispielsweise mochte ich in dieser 
Beziehungauf den Lauf des Grosshandelsindexeseinerseits,denjenigen 
des von Snyder und anderen berechneten ‘‘general index” andererseits 
in den Vereinigten Staaten wahrend der letzten Hausse verwiesen. 

In den meisten Landern wartet die Aufgabe der Feststellung eines 
allgemeinen Geldwertindexes noch auf ihre Erfiillung. Hatte man in 
der vergangenen Konjunkturwelle eher die Bewegung der verfiigbaren 
allgemeinen Indices beachtetund sich in denjenigen Landern, in welchen 
derartige Indices fehlen, dariim bemiiht die hier bestehende statistische 
Liicke auszufullen,so hatte das sicher in konjunkturpolitischer Hinsicht 
zu besseren Ergebnissen fiihren konnen, als es tatsachlich dank einer 
iibermassigen Beachtung dcr in dieser Periode sehr stabilen Indexzahlen 
der Grosshandelspreise der Fall war. 

Wenn die Geldpolitik darauf gerichtet sein soli, das Geld “neutral” 
zu halten, so haben die Leiter dieser Politik dafiir zu sorgen, dass 
die Geldschopfung bei steigendem “general index” eingeschr^kt wird, 
und dass sie bei sinkendem Index in effektiver Weise vergrossert wird. 

Im allgemeinen kann man sicher sagen, dass die erstgenannte 
Aufgabe die leichterevon den beiden ist. Zwargibtes bei der heutigen 
Regelung des Geld- und Bankwesens in den meisten Landern noch 
gewisse Schwierigkeiten, die iiberwunden werden miissen, bevor 
man an die effektive Stabilisierung eines allgemeinen Indexes bei einer 
kiinftigen Hausse denken konnte. Innerhalb eines jeden einzelnen 
Landes ware zur Erreichung dieses Zieles eine strenge Zentralisation 
der Geldschopfung notwendig. Weiter konnte unter dem System der 
Goldw^hrung die Stabilisierungspolitik eines einzelnen Landes leicht 
von inflationistischen Bestrebungen anderer Lander durchkreuzt 
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werden; deshalb ist, wenn man eine Stabilisierungspolitik auf Grund 
der Goldwahrung betreiben will, weitgehende internationale Zusam- 
menarbeit notwendig. Ich komme darauf spater noch zuriick. 

Immerhin, das Problem der Neutralisierung des Geldes und der 
Stabilisierung des allgemeinen Geldwertindexes bedeutet fiir die Hausse 
Krediteinschrdnkungy welche unter den genannten Umstanden sicher 
zu erreichen ist. Das wird auch meistens wohl zugegeben. Viel 
schwieriger ist es aber, mittels einer Krediterweiterung eine Deflation 
wieder zu beseitigen, namentlich wenn man dabei in einer Lage ist, in 
welcher wichtige Produkte mit unelastischer Nachfrage iiberproduziert 
worden sind. Gerade in der heutigen Depression zeigt sich dieser 
Fall sehr deutlich. Die quantitativ nicht besonders grosse, fiir die 
Maiktverhaltnisse aber ausserst wichtige Ueberproduktion ver- 
schiedener Agrarprodukte hat zu einem rapiden Preissturz gefiihrt, und 
das Problem der Mobilisierung der dadurch bei den Konsumenten 
freiwerdenden Kaufkraft in aller Scharfe hervortreten lassen. Dieses 
Problem wartet noch immer auf seine Losung. Um seine Schwierig- 
keiten und die verschiedenen Moglichkeiten, die sich hier eroffnen, 
richtig zu wiirdigen, will ich an Hand einer einfachen Abstraktion 
— von welcher der Uebergang zur Wirklichkeit jedem Leser leicht 
fallen diirfte — die charakteristischen Merkmale einer der heutigen 
Deflationssituationen auseinandersetzen und auf Grund davon die 
Moglichkeiten der Bekampfung der Deflation durch systematische 
Erweiterung der Geldzirkulation, also im Wege der Reflation, einer 
naheren Betrachtung unterziehen. 

Nehmen wir ein ganz einfaches Beispiel und stellen wir uns zwei 
L^der vor, von denen das eine sich mit Landwirtschaft, das andere 
sich mit Industrie befasst. In beiden Landern findet ein Teil der 
Produkte auf dem Inlandsmarkt Absatz, wahrend der Rest im 
anderen Lande verkauft wird. Nehmen wir weiter an, dass beide 
Lander eine Goldwahrung haben, und dass auf der Goldbasis ein 
gewisses Quantum Kreditgeld in Form von Banknoten oder Giralgeld 
in Umlauf gebracht worden ist, dass der Geldwert in beiden Landern, 
gemessen an dem allgemeinen Index, eine Zeit lang stabil geblieben ist, 
dass nun aber zu einem gewissen Zeitpunkte, z. B. infolge einer Ver- 
besserung der landwirtschaftlichen Produktionstechnik, der Umfang 
des Angebotes landwirtschaftlicher Erzeugnisse steigt, und dass 
schliesslich infolge der Konkurrenz zwischen den Bauern und der 
Unelastizitat der Nachfrage der Preis der Agrarprodukte akut fallt und 
also das Geldeinkommen der Bauern sinkt. 
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Unter diesen Umstanden werden die Bauern nicht l^ger im Stande 
sein, die Ausfuhrprodukte des Industrielandes im bisherigen Umfang 
zu kaufen. Moglicherweise entstehen auch Schwierigkeiten bei der 
Zahlung von Zinsen und Amortisationen etwaiger vom Agrarlande im 
Industrielande aufgenommenen Kredite. Namentlich im letztgenannten 
Falle wird Gold vom Agrarland zum Industrieland fliessen, was wieder 
die Goldwahrung des Agrarlandes in Gefahr bringt. Auch im Indiistrie- 
lande selbst entstehen Storungen, da ja der Absatz von Industrie- 
produkten auf dem Auslandsmarkt teilweise oder ganz verloren geht. 

Wenn diesem Prozesse nicht rechtzeitig und energisch entgegen- 
gearbeitet wird, so entsteht jetzt im Industrielande eine ausserst 
gefahrliche Deflation. Die Schwierigkeiten des Agrarlandes einerseits, 
die Bedrangung der einheimischen Industrie andererseits, werden bei 
den Geldgebern Misstrauen verursachen. Ausstehende und fallige 
Kredite werden zuriickgefordert und das in dieser Weise von den 
Glaubigern empfangene Geld wird stillgelegt werden. Der Umfang 
des Kredites und des daraus entstehenden Kreditgeldes wird ein- 
schrumpfen, die Umlaufsgeschwindigkeit des Geldes wird abnehmen. 
Die durch den Preisfall der Agrarprodukte im Industrielande frei 
gemachte Kaufkraft wird nicht anderswo verwendet werden, der 
allgemeine Index sinkt und die Deflation ist im vollen Gange. 

Es handelt sich in diesem Falle in erster Linie darum, die 
Kaufkraft im Industrielande vor der Immobilisation zu behiiten und 
die dort vorhandenen reflationistische Moglichkeiten sofort aus- 
zunutzen. Das kann in verschiedener Weise geschehen. 

Die erste Moglichkeit um die entstandenen Schwierigkeiten 
aufzuheben ware die, dass das Industrieland dem Agrarlande einstweilen 
seine Produkte auf Kredit weiterliefert in der Erwartung, dass das 
Agrarland die Produktion der iiberproduzierten Giitcr sofern ein- 
schranken wird, bis diese wieder rentabel wird. Die im Agrarlande 
freiwerdenden Produktivkrafte konnen in diesem Falle entweder in 
neuen Produktionszw'eigen verwertet werden, oder einstweilen stillgelegt 
werden. Das letztere wSre zwar fiir den allgemeinen Wohlfahrtszustand 
der Menschheit weniger empfehlenswert, als das erstere, aber immerhin 
besser als eine Kontinuation der Uebererzeugung von Agrarprodukten. 
Selbstverstwdlich erfordert die Bekampfung der Ueberproduktion 
mittels Stillegung der ueberfliissigen Produktionskrafte ein freiwillig 
von den Produzenten angenommenes oder zwangsweise vom Staate 
auferlegtes Restriktionsschema. 

Eine derartige Losung ist theoretisch keineswegs unmoglich, in 
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der Praxis jedoch schwer zu erreichen. In dem Industrielande setzt 
diese Losung einen gut und reibungslos funktionierenden Kredit- 
organismus voraus, eine Voraussetzung, die nur selten erfullt ist. 
Im Agrarlande ware in diesem Falle eine glatte Anpassung der 
Produktion an die neuen Verhaltnisse notwendig, eine Voraussetzung, 
welche in der Praxis des Wirtschaftslebens noch viel schwieriger zu 
realisieren ist, als die erstgenannte. Eine Ueberproduktion in der 
Landwirtschaft erstreckt sich, namentlich wenn sie aus technischen 
Aenderungen der Produktionsmethoden entstanden ist, meistens iiber 
eine ganze Reihe von Landern. Ist es schon schwierig, in einem 
einzigen Lande eine Neu-Orientierung der Landwirtschaft schnell 
durchzufiihren, ist sie in einer mehr oder weniger zahlreichen Gruppe 
von L^dern fast unmoglich in kurzer Zeit zu erreichen. Die 
Erfahrungen in der heutigen Getreidefrage sind hier iiberaus 
lehrreich. 

Sehr oft sieht man sogar, dass die Lage noch verschlimmert wird 
durch die Schutzzoll- und Premienpolitik der Agrarstaaten; statt 
Einschr^kung der Ueberproduktion und Ergreifung neuer Pro- 
duktionszweige findet eine Verl^gerung und manchmal sogar eine 
Vergrosserung dieser Ueberproduktion statt, was die deflationistischen 
Tendenzen in der Welt nur verstarken kann. 

Sollte die erste von mir behandelte Losung gelingen—was, wie 
gesagt, sehr wenig wahrscheinlich ist — so wiirde das Geld im Industrie- 
wie im Agrarlande seinen “neutralen’’ Charakter behalten. Im Industrie¬ 
lande treten neben die im Preis gesunkenen Agrarprodukte die Effekten 
oder die sonstigen Schuldscheine, gegen Abgabe welcher das Agrarland 
die Industrieprodukte einstweilen auf Kredit zu kaufen fortfahrt. 
Werden diese Effekten im allgemeinen Geldwertindex verarbeitet, 
so wird dieser stabil bleiben oder hdchstens zeitweise eine Senkung 
zeigen. Eine analoge Entwicklung vollzieht sich im Agrarlande; hier 
wird der Index—moglicherweise nach einer zeitweisen Senkung — 
wieder steigen, sobald die Ueberproduktion zu Ende kommt und 
eventuell andere Produktionszweige ergriffen worden sind. 

Ich komme jetzt zu einer zweiten Moglichkeit. Wenn im Agrarlande 
eine baldige Anpassung nicht in Aussicht gestellt werden kann, so 
kann sich das Industrieland einen neuen Absatzmarkt fiir seinen jetzt 
eingetretenen Ueberschuss an industriellen Erzeugnissen suchen, 
und zwar entweder im Auslande oder im eigenen Lande. Der Absatz 
im Ausland lasst sich manchmal schwer erreichen, da ja auch andere 
IndustrielSnder mit den gleichen Schwierigkeiten zu kampfen haben und 
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deshalb die internationale Konkurrenz stark zunehmen wird. Dagegen 
ist aber auf dem Inlandsmarkt, wie wir wissen, eine gewisse freie 
Kaufkraft entstanden, da ja die Konsumenten die eingefuhrten Agrar- 
produkte billiger bekommen als zuvor. Diese Kaufkraft muss nun 
ausgenutzt werden. 

Dazu wird jedoch aller Wahrscheinlichkeit nach etwas Neues 
produziert werden miissen. Sehr wenig wahrscheinlich ist es ja, dass 
diejenigen, die jetzt ihre Lebensmittel billiger erhalten, bereit waren 
gerade dasjenige zu kaufen, was vorher im Agrarlande seinen 
Absatz fand. Eine gewisse Umschaltung der einheimischen Produktion 
auf neue Produkte wird also wohl notwendig sein. 

Es ist bekannt, dass sich eine derartige Umschaltung der Produktion 
in den modernen Industriestaaten nicht ohne Schwierigkeit vollzieht. 
Vielfach verfiigt man nicht sofort iiber das notwendige Quantum 
geschulter Arbeitskraft, wahrend auch bei jeder neuen Produktion dem 
Kapitalisten eine gewisse Risikopremie bezahlt werden muss. Hieraus 
folgt, dass die Arbeit sich in der Uebergangszeit mit einem niedrigeren 
Lohn begniigen muss und dass sich eine Verschiebung der Verteilung 
zugunsten des Kapitales vollziehen muss. Eine glatte Anpassung an die 
neuen Verhaltnisse wird sich deshalb ohne eine Erniedrigung der 
Geldldhne nicht erreichen lassen. Das is aber bekannterweise in 
Industrielandem mit stark entwickeltem Gewerkschaftswesen eine 
heikle Angelegenheit. Ferner muss auch hier der Kreditorganismus 
Hilfe leisten, was allerdings von einer entgegenkommenden Haltung 
der Arbeiterschaft sehr erleichtert werden kann. Und schliesslich 
muss der Staat eine vernunftige Steuerpolitik befolgen und die neuen 
Oder die altcn, sich umschaltenden Unternehmungen in der Uebergangs¬ 
zeit nicht zu schwer belasten. 

Die Erfahrung lehrt uns leider manchmal, dass diese zur Vermeidung 
einer Deflation notwendigen Bedingungen nicht oder nur teilweise und 
vielfach zu spat erfiillt werden, so dass der oben erwahnte Deflations- 
prozess unvermeidlich eintritt. 

Im oben behandelten Beispiel wurde nur das Verhaltnis zwischen 
einem Agrar- und einem Industrielande besprochen. Man kann aber 
denselben Gedankengang iiberall da anwenden, wo sich, aus welchem 
Grunde es auch sein mag, plotzlich ein Ausfall an Kaufkraft bei einer 
gewissen Gruppe von Teilnehmern am Tauschverkehr bemerkbar 
macht. Ich habe nur deshalb das Beispiel der beiden Lander gewahlt, 
weil in diesem Falle die Stonmgsursachen besonders deutlich her- 
vortrcten. 
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£s stellt sich nun die Frage, ob sich eine Deflation, entstanden in 
der vorher auseinandergesetzten Weise und nicht vom “freien Spiel” 
der wirtschaftlichen Krafte korrigiert, auf dem Wege einer vom Staate 
gefiihrten Politik bewusster Vermehrung des Geldumlaufes bekSmpfen 
lasst. 

Manche Wissenschaftler und praktische Geldpolitiker sehen das 
Unerwiinschte einer Deflation sehr wohl ein, meinen jedoch—wie 
schon im Anfang dieses Artikels gesagt — dass sich dagegen auf dem 
Wege der Krediterw'eiterung nichts machen lasst. Was die Geldpolitik 
betrifft, so solle man sich nach dieser AufFassung auf eine Bekampfung 
jeder Inflation in Hausseperioden beschranken; eine Deflation lasse 
sich aber, wenn sie einmal eingetreten ist, mit monetaren Mitteln 
nicht korrigieren. 

Die Anhanger dieses Standpunktes stiitzen sich dabei auf die Erwa- 
gung, dass man eine Erweiterung der Geldzirkulation zur Bekampfung 
einer Deflation ja nur erreichen kannauf dem Wege additioneller Kredit- 
gewahrung und dass man dazu gute und solide Schuldner braucht. 
Diese waren entweder in der privaten oder in der offentlichen Wirtschaft 
zu suchen. In der privaten Wirtschaft wird man sie aber kaum flnden. 
Sofern die privaten Unternehmungen noch kreditwvirdig sind, brauchen 
sie in der Regel gar kein neues Geld, weil ihre Lage ausserst liquide ist. 
Und wenn private Unternehmungen wahrend einer Deflation neues 
Geld brauchen, ist ihre Lage meistens so kritisch und bedrSLngt, dass 
eine additionelle Kreditgewahrung volkommen ungerechtfertigt wire. 
Es empfehle sich also nach der hier besprochenen Auffassung eine 
Politik drastischer Erniedrigung des Kostpreises der Untemehmer, 
damit dieser sich den wegen der Deflation gesunkenen Preisen der 
Erzeugnisse anpasse und die Produktion auf der Grundlage eines 
niedrigeren Preisniveaus wieder rentabel werde. 

Was den offentlichen Haushalt betrifft, da stehe es nach dieser 
Auffassung meistens nicht besser. Staat und Gemeinden kampfen in 
der Deflation mit Defizits und miissen deshalb in erster Linie ihr 
Budget ins Gleichgewicht bringen. Gelingt dies, so kbnne Kredit¬ 
gewahrung an den offentlichen Haushalt wieder erwogen werden, 
nicht eher. Aber dann werde sich zeigen, dass gar keine Frage mehr 
zu losen sei. Ein Staat mit bilanziertem Etat werde leicht das gehortete 
Geld wieder aus seinem Refugium herauslocken, ebenso wie ein 
Unternehmen, das ohne Verlust arbeitet und z.B. fiir Expansionszwecke 
Kredit braucht. 

Man bringe also zun^chst das Gleichgewicht zwischen Einkommen 
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und Ausgaben in dem privaten und offentlichen Haushalt zu Stande 
und man werde sehen, wie leicht die Geldschopfung und die Umlaufsge- 
schwindigkeit des Geldes sich vvieder von ihrem niedrigen Stande 
erheben werden. 

Diese AufFassung ist nach mciner Meinung unhaltbar und eine 
sich darauf griindende praktische Wirtschaftspolitik scheint mir fiir 
den allgemeinen Wohlstand ausserst gefahrlich. Sobald namlich eine 
Deflation einen derartigen Umfang angenommen hat, dass sowohl der 
Umfang der Kreditgewahrung wie die Umlaufsgeschwindigkeit des 
Geldes unterhalb eines Niveaus sinken, der sich bci Riickkehr des 
Vertrauens als zu niedrig erweisen wird, so bedeutet eine Anpassung 
von Staatsausgaben, Lohnen, usw., an den gestiegenen Geldwert, 
wie dieser momentan geworden ist, einen relativ zu starken Abbau; 
erniedrigt man namlich Lohne, Staatsausgaben usw. auf das aktuelle 
Deflationsniveau, so wird sich zeigen, dass sich darauf die Geld- 
zirkulation in der Tat, wie die Deflationisten richtig bemerken, 
steigern wird als Folge einer vergrosserten Kreditgewahrung und 
einer Riickkehr des Vertrauens, dass dann aber eben wegen dieser 
Zunahme der Geldzirkulation eine gewisse Reflation stattfindet, welchc 
wieder eine Erhohung von Lohnen, Staatsausgaben, usw. rcchtfertigt. 
Mit anderen Worten, eine Senkung aller Preise und eine vollkommene 
Anpassung an das Deflationsniveau fiihrt nach vollendetem Anpassungs- 
prozesse notwendig wieder zu einer Aufwartsbewcgung, und es ware 
fiir eine ruhige Entwicklung der Volkswirtschaft durchaus wiinschens- 
wert, wenn man die Hebung des Tiefstandes der Deflation mittels 
einer rechtzeitigen und effektiven Reflationspolitik antizipieren konnte. 
Der Anpassungsprozcss an eine Deflation erfordert bekannterweise 
manche Opfer: Untergang einer Anzahl von Unternehmungen, die 
ihren Kostpreis nicht rechtzeitig emiedrigen konnen, Zunahme der 
Arbeitslosigkeit, usw. Ein Teil dieser Opfer lasst sich vermeiden, wenn 
man die Deflation mittels einer Reflationspolitik zu bekampfen weiss. 

Es fragt sich nun, welche Prinzipien man dabei zu befolgen hat. 
Ich glaube die Frage, um welche es sich in dieser Beziehung handelt, 
folgendermassen formulieren zu konnen: weil es sich bei der Bekam- 
pfung der Deflation in erster Linie handelt um eine Antizipation auf die 
Kaufkraft, die momentan latent bleibt und stillgelegt ist, aber seinerzeit 
zur Anwendung kommen wird, so soli so genau wie moglich festgestellt 
werden, an welcher Stelle des Wirtschaftslebens diese Anwendung 
stattfinden wird. 

Da kann man nun sagen, dass in den meisten Fallen angenommen 
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werden darf, dass diese latente Kaufkraft sich sowohl dem ofFentlichen 
Haushalte wie der privaten Wirtschaft zuwenden wird. Betrachten wir 
zuerst den Staatshaushalt. 

Im Staatshaushalte gibt es drei Reflationsfragen. Die erste betrifFt 
die Herstellung des Gleichgewichts im Budget und den Umfang, in 
welchem der Staat seine Ausgaben zu vermindern hat. 1 st vollige 
Bilanzierung des Budgets notwendig oder ist es innerhalb gewisser 
Grenzen erlaubt, ein budgetares Defizit mittels lang- oder kurz- 
fristiger Anleihen, eventuell sogar durch Inanspruchnahme der 
Notenbank oder durch Ausgabe von Staatsgeld zu iiberbriicken ? 

Es versteht sich, dass es sich hier nur um temporare Massnahmen 
handein kann. Niemand wird eine Finanzpolitik, die mit fortwahrenden 
Defizits zu kampfen hat, verteidigen. Im Grunde gibt es nur einc einzige 
gesunde Finanzpolitik, die darin besteht, dass in Hausseperioden 
Ueberschusse gebildet werden, damit in Depressionsperioden ohne 
Defizit weitergearbeitet werden kann. Wenn aber dennoch in einer 
Periode abnehmender Geldzirkulation und nachweisbarer latenter 
Kaufkraft ein Defizit entsteht, so erscheint es durchaus erlaubt, bis 
zu einem gewissen Betrage die Riickkehr des gehorteten Geldes zu 
antizipieren, falls notwendig, durch additionelle Geldschopfung. 

Die Grenzen dieser Geldschopfung lassen sich in der Praxis 
gewohnlich nur annahernd bestimmen. Deshalb soil von dieser Art 
unfreiwilliger Reflationsbestrebungen nur mit der grossten Vorsicht 
Gebrauch gemacht werden. Die Erfahrung hat in vielen Fallen gelehrt, 
dass ein massiger “Defizitsreflationismus’’ ohne Gefahr ist; es braucht 
wohl kaum betont zu werden, dass “Defizitsreflation” leicht in 
‘‘Defizitsinflation” libergehen kann und deshalb nur von Staaten mit 
geniigender Selbstbeherrschung betrieben werden kann. 

Die zweite Moglichkeit reflationistischer Politik betrifFt die 
Ausfiihrung ofFentlicher Arbeiten. Mit Bezug auf die in dieser Hinsicht 
von den Reflationisten gestellten Forderungen, muss man einen scharfen, 
Unterschied machen zwischen der Beschleunigung der Ausfiihrung 
derjenigen Arbeiten, welche als das normale Minimumprogramm 
des betrefFenden Staates oder der betrefFenden Gemeinde betrachtet 
werden konnen, und die Ausfiihrung eines speziell zur Bekampfung 
der Deflation aufzustellenden Zusatzprogrammes. 

Auf die erstgenannten ofFentlichen Arbeiten kann die bekannte 
Klausel des romischen Rechtes: ''die certo ariy incerto quando^' angewandt 
werden. Mit Sicherheit kann angenommen werden, dass sie einmal 
zur Ausfiihrung kommen werden, nur der Zeitpunkt der Ausfiihrung 
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steht noch nicht fest. Eine beschleunigte Ausfiihrung ist hier fast 
immer zu empfehlen; sie vermindert die Arbeitslosigkeit und das vom 
Staate aufgenommene Geld wird entweder dem aufgespeichertem 
Gelde entnommen, in welchem Falle die Umlaufsgeschwindigkeit 
grosser wird, oder es wird neu geschaffen, in welchem Falle die 
Geldquantitat zunimmt. 

Es versteht sich iibrigens, dass die Beschleunigung der Ausfiihrung 
offentlicher Arbeiten als Reflationsmassnahme mit einer Einschrankung 
der offentlichen Arbeiten nach Beendigung der Deflation verbunden 
werden muss. Sonst wiirde diese Beschleunigung zu einer Ueber- 
belastung der Staatsausgaben fiihren. Das Leitmotiv bei der Aus- 
fiihrung offentlicher Arbeiten soli also sein: beschleunigte Ausfiihrung 
in der Depression, Verlangsamung des Tempos in der Hausse. Die 
Erfahrung lehrt leider manchmal, dass auch diese Regel guter Kon- 
junkturpolitik von Staat und Gemeinden aus dem Auge verloren wird. 

Ganz anders muss in einer Deflationsperiode die Ausfiihrung eines 
Zusatzprogrammes offentlicher Arbeiten beurteilt werden. Es handelt 
sich hier um offentliche Arbeiten, an welche ohne Deflation iiberhaupt 
nichtgedacht ware. Sie verkorpern also eine Art kiinstlicher Arbeitsbe- 
schaffung. Eine derartige Politik ist m.E. nicht zu verteidigen. Die 
Reflation lasst sich nur rechtfertigen als Antizipation auf eine spatere 
Riickkehr gehorteten Geldcs und einer spateren Erweiterung der 
Geldschdpfung. Insofern nun die Reflationsmassnahmcn den Antizipa- 
tionscharakter behalten, sind sie gesund und empfehlenswert. Bei der 
Ausfiihrung eines ad hoc aufgestellten Zusatzprogrammes, handelt es 
sich aber gar nicht um Antizipation, sondern um die Ausfiihrung von 
Werken von zweifelhaftem Nutzen, zu welcher Ausfiihrung der Staat 
mit Schulden belastet wird, denen praktisch niemals extra Einnahmen 
gegeniiber stehen. Das kann der Wohlfahrt des betreffenden Landes 
nie zugute kommen. So sehr ich der Beschleunigung der Ausfiihrung 
des gewohnlichen Programmes offentlicher Arbeiten beistimme, so 
gefahrlich scheint mir der Gedanke, — besonders in England, aber 
auch anderswo, z.B. in Holland namentlich von radikalen Politikern 
geaussert — dass ein grossziigiger Wohlfahrtsplan allerhand offentlicher 
Arbeiten, die man sonst nie ausgefiihrt hatte, dem Sanierungsprozess 
des Wirtschaftslebens dienlich sein konnte. 

Ich komme jetzt zu der Reflationspolitik mit Bezug auf die private 
Wirtschaft. Auch da hat der Staat eine Aufgabe zu erfiillen. 

ZunSchst gibt es in jeder Deflation eine Reihe von Unternehmungen, 
die sich dem allgemeinen Falle des Geldwertes nicht schnell genug 
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anpassen konnen und deshalb in Schwierigkeiten geraten, bei Hebung 
des Preisniveaus aber sofort wieder auf gesunder Basis stehen werden. 
Wenn auch in jeder wirtschaftlichen Depression eine gewisse Anzahl 
von Unternehmungen verschwinden muss, so ware es doch durchaus 
falsch, wenn man dieser Gruppe schwacher und ungesunder Unter¬ 
nehmungen ohne Unterschied alle Unternehmungen einreihen wollte, 
welche iiberhaupt die Schwierigkeiten der Deflation empfinden; 
eine Anzahl der Unternehmungen konnte ja mittels zeitweiser Not- 
kreditgewShrung die Deflationsperiode iiberbriicken, um nachher 
wieder auf gesunder Grundlage weiter zu arbeiten. Nur wenn man 
annehmen sollte, dass einer Deflation nie wieder eine Erhebung der 
Kaufkraft folgen wiirde, ware es angebracht, solche Unternehmungen 
untergehen zu lassen. Hat man aber Grund anzunehmen, dass sich 
seinerzeit die Umlaufsgeschwindigkeit und die Geldschopfung 
wieder vergrossern werden, so empfiehlt sich auch hier eine 
Reflationspolitik. 

Der private Kredit versagt in diesem Falle, was sehr begreiflich ist. 
Die privaten Banken konnen selbstverstandlich das Risiko einer 
Bekampfung der Deflation nicht tibemehmen, so erwiinscht es auch 
sein mochte, wenn sie sich dazu in wechselseitiger Zusammenarbeit 
entschliessen konnten. Deshalb muss hier der Staat eingreifen; die 
Griindung von Notkreditorganisationen ist im Prinzip in einer 
Deflationsperiode sicher berechtigt. Es versteht sich ohne weiteres, 
dass bei der Griindung derartiger Notorganisationen von vornherein 
gewarnt werden muss gegen eine unterschiedslose Unterstiitzungs- 
politik notleidender Unternehmungen. Jeder Fall soil fiir sich beurteilt 
werden und die Bewilligung des Notkredites soil angewandt werden 
als Machtmittel, um etwaige Uebelstllnde zu beseitigen und erwiinschte 
Reorganisationsmassnahmen zu erzwingen. Eine Notkreditorganisation, 
die diese Richtlinien aus dem Auge verliert, wiirde sich in der Tat dem 
Vorwurf aussetzen, in erster Linie schwache und ungesunde Unter¬ 
nehmungen zu unterstiitzen; sie wiirde nicht an der Saniening der 
Volkswirtschaft mitwirken, sondem den Grund neuer Riickschlage 
vorbereiten. In jedem einzelnen Falle soil also genau unfersucht 
werden, ob es sich um ein Untemehmen handelt, welches bloss durch 
den Tiefstand der Deflation hindurch geholfen werden muss, oder 
ob eine mehr oder weniger eingreifende Reorganisation notwendig ist. 
Das hat man, wie es scheint, bei der Reflationspolitik in den Vereinigten 
Staaten aus dem Auge verloren. Uebrigens braucht wohl kaum erwahnt 
zu werden, dass eine vom Staate zu reflationistischen Zwecken 
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gegriindete Notkreditorganisation sich sofort zuriickziehen muss, 
wenn der private Kredit wieder regelmassig zu fliessen anfangt. 

Wo jede Deflation zu einer gewissen Neugruppierung der Pro- 
duktion fiihrt, da muss weiter versucht werden, die freiwerdenden 
produktiven Krafte so bald wie moglich wieder in den Produktions- 
prozess einzuschalten. Das lasst sich nur mittels Griindung neuer 
Unternehmungen erreichen. Ich habe schon oben auseinandergesetzt, 
weshalb das private Kapital vielfach nicht bereit ist um sofort 
neue Wege einzuschlagen. Technische Moglichkeiten gibt es immer in 
grosser Menge, die wirtschaftliche Verwirklichung derselben begegnet 
jedoch in Deflationsperioden den bekannten Schwierigkeiten: geringe 
Flexibilitat der Lohne und vielfach zu schwere offentliche Lasten. 
Der Staat kann hier Hilfe leisten, erstens durch Ausubung eines 
gewissen Druckes auf die Lohne, was ihm ja mittels Erniedrigung der 
Arbeitslosenunterstiitzung leicht fallen wiirde, durch eine vernunftige 
Politik mit Bezug auf die fiskalischen und sozialen Lasten, und schliess- 
lich durch Kreditgewahrung zur Forderung neuer Unternehmungen. 
In Analogie mit der Handelspolitik kann man diese Kredite “Erzie- 
hungskredite” nennen. Unter Umstanden braucht der Staat nicht 
selbst das Geld vorzuschiessen und geniigt die Staatsgarantie eines 
anderswo aufgenommenen Kredites, was selbstverstandlich mit Bezug 
auf das Risiko fur den Staat keinen Unterschied macht. 

Es versteht sich, dass jede Reflationspolitik in obenerwahntem Sinne 
ein gewisses finanzielles Risiko fur den Staat mit sich bringt.Es kommt 
mir aber nicht zweifelhaft vor, dass der Schaden einer vemiinftigen 
Reflationspolitik im allgemeinen viel geringer sein wird, als die 
verheerenden Folgen einer grossen Deflation. 

Rein national betrachtet scheint mir also eine Reflationspolitik 
in einem Lande, wo sich ein Prozess von “hoarding,'' abnehmender 
Kreditgewahrung und sinkender Umlaufsgeschwindigkeit abspielt, 
durchaus berechtigt. In einer derartigen Lage befinden sich jetzt viele 
Lander, fiir welche also eine Reflationspolitik zu empfehlen ist. 

Seitens verschiedener Reflationisten wird, wie anfangs in diesem 
Artikel gesagt, vielfach der Wunsch geaussert, wieder zum Gross- 
handelspreisniveau vom Jahre 1928 oder 1929 zuriickzukehren. Dieser 
Wunsch scheint mir weniger berechtigt. Erstens ist ja der Gross- 
handelsindex nach meiner Aufassung nicht massgebend fiir den 
Geldwert, und zweitens ist nicht erwiesen, dass der Grosshandelspreis- 
stand der genannten Jahre wirklich “normal" war. Besser wSre es 
deshalb, die Deflation zu bek^mpfen, bis die Umlaufsgeschwindigkeit 
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und der Umfang der Kreditgew^hrung eine Hohe erreicht haben, 
auf welcher man meint zur Stabilisierung des Geldwertes libergehen zu 
konnen. Ich glaiibe kaum, dass es a priori gelingen konnte, die Hohe 
des Geldwertes anzugeben, die dann gelten wiirde. 

Ich komme jetzt zu der Frage, ob eine Reflationspolitik, wie ich 
sie mit Bezug auf bestimmte L^der und unter bestimmten Umstanden, 
rein national betrachtet, durchaus empfehlenswert erachte, sich mit 
der Goldwahrung vereinigen lasst und ob man bei einer nationalen 
Reflationspolitik eine internationale Wdhriing^ wie die Goldwahrung, 
aufrechterhalten kann. 

In dem Augenblicke, in welchem ich diesen Artikel abschliesse* ist 
die Goldfrage ausserst unsicher und spekulativ; man wird die Ergebnisse 
der Weltkonferenz und der Amerikanischen Geldmassnahmen abwarten 
miissen, bevor man iiber das Pro und Contra der Goldwahrung ein 
fundiertes Urteil abgeben kann. Ich muss mich darum auf einige 
Betrachtungen prinzipieller Natur beschranken. 

Bekannterweise gibt die Goldwahrung an sich keine Garantie eines 
wertbestandigen Geldes. Die Goldwahrung ist eine internationale 
Wahrung und kann deshalb nur dann zu einer geniigenden Wert- 
bestandigkeit fiihren, wenn von den Leitem der nationalen monetSren 
Politik international zusammengearbeitet wird, um einerseits eine 
Senkung des Geldwertes in Hausseperioden, andererseits eine Deflation 
in Zeiten wirtschaftlicher Depression zu vermeiden. Eine derartige 
Zusammenarbeit zur Erreichung eines neutralen Geldes ist moglich, 
wurde bis jetzt aber noch nicht erreicht. 

Immerhin hat die Goldwahrung gewisse Vorteile. Die Auf- 
rechterhaltung einer Goldwahrung gibt in der Praxis des Wirt- 
schaftslebens ein gewisses Gefiihl des Vertrauens. Auch die Stabilitat 
der Wechselkurse, die unter dem System der Goldwahrung gewahrleistet 
ist, hat Vorteile fiir den internationalen Handel. Aus diesen rein 
praktischen Griinden lohnt es sich noch immer zu versuchen, ob nicht 
ein geniigendes Mass internationaler Zusammenarbeit zu erzielen ware, 
um die Goldwahrung auch mit Bezug auf die Wertbestandigkeit des 
Geldes in befriedigender Weise funktionieren zu lassen. 

Was die Bekampfung einer internationalen Deflation betrifft, mit 
welcher ich mich in diesem Artikel hauptsachlich beschaftigt habe, 
so kann man sagen, dass diese unter der Goldwahrung nur moglich 
ist, wenn das in bestimmten Landem angehaufte Gold wieder der 
Kreditgewahrung dienlich gemacht und deshalb vor “Sterilisation” 
• Geschrieben im April 1933. 


620 



REFLATION UNO “NEUTRALES GELD” THEORIE 


behiitet wird. Endgliltich konnte dieses Problem wohl nur dann gelost 
werden, wenn die Notenbanken in den wichtigsten Landern kraft 
einer intemationalen Konvention gezwungen wurden, ihre Surplus- 
Devisen- und Goldvorrate einem intemationalen Zentrum zur Ver- 
fiigung zu stellen. Solange das nicht geschieht und man andererseits 
auch nicht darauf rechnen kann, dass eine Notenbank, welche sich 
in einer Deflation Gold zufliessen sieht, darin Veranlassung finden 
wird, der Deflation mittels autonomer Krediterweiterung drastisch 
entgegen zu arbeiten, so setzt sich ein Land, das auf eigene Faust 
mit einer Reflation anfangen mochte, der Gefahr aus, dass es sein 
Gold verlierf. Folgen andere L^der dann schliesslich doch noch 
auf dem Wege der Reflation, so wird die Tendenz des Goldabflusses 
wieder neutralisiert. Folgen sie aber nicht, so miissen die Leiter der 
Geldpolitik in einem reflationistisch gesinnten Lande sich die Frage 
vorlegen, ob man die Reflation wieder aufgeben soli, oder ob man die 
Stabilitat des Wechselkurses der Stabilitat des einheimischen Geldwertes 
zum Opfer bringen will. 

Die Antwort wird nicht immer in gleicher Weise lauten konnen. 
Wenn z.B. in einer Deflationsperiode die wichtigsten Lander die 
Goldwahrung noch aufrecht erhalten und dann eine bedeutende 
Landergruppe plotzlich die Goldwahrung aufgibt, wie dies z. B. 
im Herbste des Jahres 1931 England und Skandinavien taten, 
so kann das mit Anerkennung der Vorteile, welche ein derartiges 
Verhalten fiir diese Lander selbst mit sich bringen kann, dennoch 
fiir die Weltlage, und damit fiir den Auslandshandel dieser L^der 
schliesslich Schwierigkeiten mit sich bringen, weil das Verlassen der 
Goldw^rung in den anderen Landern, die sich am Golde festklammern, 
das allgemeine, fiir eine Deflationsperiode so typische Misstrauen 
verstarkt und demzufolge die da bereits herrschende Deflation noch 
erheblich steigert, was die allgemeine Wiederbelebung der Weltwirt- 
schaft nur hemmen kann. Wenn dagegen — wie das jetzt (April 1933) 
der Fall ist — nur noch sehr wenige Lander die Goldwahrung auf- 
rechterhalten, wenn die Aussichten auf eine internationale Reflations- 
politik unter Aufrechterhaltung der Goldwahrung minimal geworden 
sind, und wenn das Verlassen der Goldwahrung in einem der Lander, 
die daran noch festgehalten haben, kaum noch im Stande sein kann 
das Misstrauen irgendwie erheblich zu steigern, weil dafiir das Gebiet 
der effektiven Goldwahrung schon viel zu sehr eingeschrumpft ist, 
so empfiehlt sich fiir diese L^der eine Reflationspolitik auf eigene 
Faust, auch wenn sie dabei die Gefahr laufen wurden, viel Gold zu 
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verlieren und am Ende von der Goldwahrung abgedrangt zu werden. 
Insofem solche Landern in derartigen Umstanden die Prinzipien einer 
gesunden Reflationspolitik beachten, wird ihnen das sicher mehr 
Nutzen bringen, als die Aufrechterhaltung einer Goldwahrung, die 
einmal international war, es aber nicht mehr ist. Wenn wirklich die 
Moglichkeit eines intemationalen “neutralen” Geldes fehlt, so muss 
ein nationales “neutrales** Geld einer deflationistischen und fiir die 
wirtschaftliche Entwicklung unter diesen Umstanden verderblichen 
Goldw^rung vorgezogen werden. 

Wollte ich dieses Thema weiter ausarbeiten, so wiirde ich zu sehr 
das Gebiet der praktischen Geldfragen betreten, die gerade in einigen 
Wochen auf der Weltwirtschaftskonferenz behandelt werden sollen 
und mit Bezug auf welche bei Erscheinen der Festschrift, fiir welchen 
dieser Aufsatz bestimmt ist, schon so viel publiziert sein wird, dass eine 
aprioristische Behandlung meinerseits sinnlos ware. 

Jeder aber, der vom Gelde “Neutralitat” verlangt, wird an der 
vielfach missverstandenen und zu Unrecht verhohnten Refiationsidee 
nicht voriiber gehen konnen. Die Theorie hat auch hier den Weg fiir 
den Praktiker vorzubereiten. Fiir diese Theorie einen bescheidenen 
Baustein anzutragen, war die Absicht, mit welcher dieser Artikel 
geschrieben wurde. 
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“THE SHIFTABILITY THEORY” OF BANK 
LIQUIDITY 

BR. SUVIRANTA, University of Helsinki 
I. BACKGROUND 

According to the traditional theory of commercial banking a bank 
should finance only short-term transactions of commercial character, 
the term “commercial” being applied either to credit used for purely 
mercantile purposes or, according to a more liberal interpretation, to 
all credit extended as “working capital” for trade, industry, and agri¬ 
culture. The provision of permanent capital should, on the other hand, 
be left to specialized investment institutions. The logical basis of this 
theory is that since the liabilities of a deposit bank are subject to pay¬ 
ment on demand or on short notice, the assets should consist of cash 
or paper based upon self-liquidating transactions of short maturity, 
so that the bank can get possession of its funds quickly if pressed by 
calls from its depositors. 

In America, the orthodox theory of bank liquidity was generally 
adhered to till about fifteen years ago. Its validity seems never to have 
been seriously challenged, though some economists put it forward in 
a somewhat modified form by conceding that a limited amount of 
investment assets would not necessarily be detrimental for banking 
conditions, provided that they were of high quality and that the bulk 
of a bank’s assets actually grew out of commercial operations. 

The actual development of American banking in the pre-war days 
was in a striking contrast to the orthodox theory of bank liquidity. 
No clear-cut lines of demarcation divided the different types of financial 
institutions from each other: the commercial banks extended credit to 
all classes of enterprise, industrial and financial as well as commercial; 
investment banks had frequently commercial banking departments; 
trust companies engaged in both investment and commercial banking; 
savings banks, finally, invaded the field of commercial banking and 
aspired to assume trust functions as well. The result was what has 
been aptly characterized as the “department-store type” of financial 
institution, representing at the same time any and all kinds of financial 
activities.* 

• Cf. Moulton, The Financial Organization of Society, Chicago, 1921. 
Especially the chapter “Integration and Consolidation.*’ 
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In the case of commercial banks, the growing tendency towards 
investment banking is well indicated by the following figures compiled 
by Conant 


NATIONAL BANKS IN NEW YORK 
[In Million Dollars) 



Advances on 

Loans on Commercial 


Securities 

Paper 

October 7, 1886 .. 

107 5 

146'2 

October 6, 1896 .. 

162-4 

151*8 

September 6, 1904 

5383 

268*9 


Against an increase of 122*7 millions in the total volume of commercial 
loans there was, during this period, an increase in investment loans 
of 430*8 millions; the relative share of the commercial loans of the 
total fell at the same time from 57*6 % to 33-3 %. In subsequent 
years there was no change in this tendency towards investment banking. 

Banking theory and banking practice were thus widely apart in 
the pre-war days. A legislative attempt to bring them closer together 
was made by the passing of the Federal Reserve Act in 1913. It was funda¬ 
mentally based upon the orthodox principles of banking; one of its 
chief aims being to foster short-term commercial loans and discourage 
all other types through careful stipulations of what kind of loans would 
be eligible for rediscounting. As a consequence of circumstances upon 
which we cannot enter here, not only was this aim of the original 
Federal Reserve Act frustrated in the following years, but the earlier 
trend of banking activities became still more accentuated. 


II. THE NEW SCHOOL OF BANK LIQUIDITY 

I. Benjamin M. Anderson. Towards the end of the war, two young 
American economists came forward with theories which directly 
challenged the time-honoured principles of bank liquidity. One of 
them was B. M. Anderson who developed the new theories in his 
treatise on The Value of Money. \ 

* Conant, The Principles of Money and Banking^ New York, 1905, ii, p. 52. 
t Anderson, The Value of Money, New York, 1917. The summary of Ander¬ 
son's views, as well as that of other economists referred to below, is given as far 
as possible in their own words. 
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Anderson points out that the terms “liquid paper” and “commercial 
paper” by no means run on all fours. Only that part of commercial 
loans may be called liquid which can be paid off by the borrower 
without disappointing his reasonable expectations. If this criterion 
be applied to the item “other loans and discounts,” in which item 
the bulk of commercial paper is included, it may be well questioned if 
amongst them could be found items exceeding a fourth of the total 
which the banks could refuse to renew, even assuming that other things 
would remain unchanged, so that each transaction could be considered 
separately. 

If, on the other hand, attention is turned to the investment assets, 
they were rightly called non-liquid on the basis of the facts as Adam 
Smith knew them. But that has been changed; the modern corporation 
organization of business, coupled with organized stock exchanges 
and a large and active body of speculators, has made fixed capital, 
like road bed, rails, terminals, and bridges, as saleable as the 
finished product; and anything that is highly saleable can come into 
the money market. As a consequence of this development, the most 
perfectly satisfactory sort of bank loans, from the standpoint of liquidity, 
consists now of stock market collateral loans: they account for the bulk 
of banking activity, and supply the greatest part of the liquidity of 
total bank loans. 

In times of crisis, it is true, the stock market is first hit, and financial 
panics are most acutely felt there. But if stock exchange loans lose their 
liquidity, what of the rest of bank loans } Under a general pressure of 
liquidation an effort to reduce commercial loans by one-fourth would 
occasion great embarrassment, even if the market were made up wholly 
of highly liquid paper (as is not the case). 

Anderson draws far-reaching conclusions from the fact that accord¬ 
ing to his theory modern banking derives its liquidity from the security 
market. He points out that banks can use liquid investment papers as 
“secondary reserve,” and thus get along with much smaller cash 
reserves. And he concludes further that the complaint of many farmers, 
merchants, politicians, and even scientific writers that too much money 
and bank-credit are at the disposal of Wall Street and other speculators, 
rests on a misunderstanding of causal relations. The financial and specu¬ 
lative centres do not, by using a large amount of bank-credit, take 
just that much away from ordinary business. Rather money and credit 
used by speculators, bill brokers, dealers in foreign exchange, invest¬ 
ment bankers, etc., enormously increase the lending power of the banks 
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for all purposes, by supplying the liquidity for bank assets, and so 
making possible loans on non-liquid assets. 

Not all investment activities of the banks are, however, regarded as 
equally desirable; a distinction is made between direct and indirect 
financing of industry. The former method has been widely used in 
Continental Europe where great banks have bought the stocks of new 
corporations of the companies. In America, on the other hand, banks 
have bought chiefly seasoned bonds and the note of the private banker, 
broker, speculator, or investor, with the stock as collateral, but they 
have not generally bought stocks directly. The American system of 
indirect financing is considered superior, for in it the ‘‘division of 
labour” has gone further, and the risk-bearing and the manufacturing 
of bank-credit have been sharply differentiated.* 

2. Harold G. Moulton, The other of the two economists first 
revolting against the orthodox principles of commercial banking was 
H. G. Moulton, who expanded his views in a series of articles published 
in The Journal of Political Economy in iqiS.f His reasoning is closely 
akin to that of Anderson’s, though he attacks the problem more syste¬ 
matically and in greater detail. The liquidity of bank assets is scrutinized 
at two different phases of business cycle: in “ordinary times” and in 
“times of crisis.” 

As regards “ordinary times,” Moulton confirms the conclusion 
arrived at by Anderson that the bulk of commercial loans are not liquid 

* In his later writings, Anderson has gradually moved away from the principles 
of bank liquidity first put forward in The Value of Money. Without explicitly 
renouncing his original views, he has nevertheless, subsequently, raised so 
many quantitative and qualitative limitations for investment activities of 
commercial banks that he has come very close to the orthodox theory of bank 
liquidity. This can be here exemplified only by the following quotation: 
“The ideal employment of bank credit is in financing the movements of goods, 
in financing short, self-liquidating commercial transactions. We have gone much 
too far in the substitution of bank investments in bonds, collateral loans against 
securities, bank holdings of real estate mortgages, and bank holdings of instal¬ 
ment finance paper for the normal bank credit that represents goods in movement 
and that adjusts itself automatically to the volume of trade^' {The **Free Gold** 
of the Federal Reserve System and the Cheap Money Policy ^ Chase Economic 
Bulletin, vol. x, no. 3, p. 17). 

t Moulton, Commercial Banking and Capital Formation, The Journal of Political 
Economy, vol. xxvi. It is interesting to note that two years earlier Moulton had 
still adhered to the traditional views of banking, writing as follows: “Loans 
for commercial purposes may and should be short-time loans. Such quickly 
liquidating loans are obviously necessary for a bank which makes its obligations 
payable on demand. The theory underlying the commercial bank is unques¬ 
tionably sound” {Principles of Money and Banking, Chicago, 1916, p. xvii). 
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in the sense that they would be ordinarily liquidated at maturity, and 
he shows why this is the case. It is partly a consequence of the stress of 
competition between rival banks, and partly of the continuous nature 
of so many lines of business activity; to pay up a loan would merely 
mean to borrow again immediately at the same or another credit 
institution. The continuous character of the bulk of commercial loans 
to customers is also reflected by a technical change which American 
banking practice underwent in the latter part of the nineteenth century. 
Bankers departed from the device of lending only on the basis of specific 
business transactions and granted instead each customer a “line of 
credit” of such total as the general total of his business warranted. The 
amount that might safely be loaned could be ascertained only from an 
intimate personal acquaintanceship with the borrower and his business 
or from a study of a balance sheet or financial statement setting forth 
the condition of the business. Under this new method of borrowing 
the banks lent working capital to the business concerns against their 
quick assets in general, and they ceased to make temporary advances 
on the security of individual commercial transactions. 

A few of the loans to customers are, of course, of seasonal character, 
and actually flow into the bank at maturity; but even their liquidity 
cannot well be relied upon, as the banker can never know just what 
percentage of the maturities of any given date will really be paid. 
The only group of commercial assets of truly dependable liquidity 
is paper purchased through commercial paper houses. 

On the side of investment assets, seasoned bonds and stocks may, 
in ordinary times, at any moment be readily sold through the machinery 
afforded by the organized exchanges and, consequently, be fully counted 
upon as secondary reserve. Less liquid are the collateral loans, as in 
their case renewals are freely granted; they, too, can nevertheless be 
used as secondary reserve, for the bank may dispose of the collateral 
in the open market, if the loan is not paid. 

Considering now the liquidity in “times of crisis,” it will be found 
that it is absolutely impossible for a bank to compel any considerable 
number of conunercial loans to its customers to be paid. Not only must 
the customers be “carried” in a time of stress, but there is, at such a 
time, also an enormously increased demand for accommodation; to 
contract the loans would be to precipitate a panic at once. It is one of 
the most surprising of the many inconsistencies in financial literature, 
Moulton asserts, that so many writers insist upon the need for expanding 
loans in time of crisis and yet argue in other connections that commercial 
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paper is a liquid asset which is indispensable for the safety of the credit 
structure in periods of acute financial stress. 

The fate of commercial paper bought through brokers, as well as 
collateral loans and investments in bonds and stocks is, in a crisis, 
not materially different from that of commercial loans to customers. 
All banks are endeavouring to sell those assets and none wish to buy; 
nor are individuals inclined to buy, and to the extent they do actually 
buy them they must draw the funds from some banks somewhere in 
the system. 

Moulton reaches, thus, the conclusion that no banking assets are 
liquid in time of crisis. A panic can never be averted by liquidation; 
it can be averted only through the ability of the financial system either 
to draw upon unused reservoirs of reserves or to create new forms of 
reserve money. Further, it is concluded that in ordinary times the 
problem of liquidity is not a problem of maturing loans so much as 
it is a problem of shifting assets to other banks in exchange for cash. 
Liquidity is tantamount to shiftability. The erroneous doctrine that 
has prevailed in this connection is attributable partly to ignorance 
of banking practice and partly to the method commonly employed 
in banking study of isolating the individual bank for consideration and 
ignoring the existence of the banking system. 

In his later writings, Moulton seems to have consistently adhered 
to the theory of bank liquidity referred to above. The theory serves 
him as an argument for his general principles of banking policy put 
forward especially in his study of The Financial Organization of Society. 
He is of the opinion that it is the function of commercial banking to 
further capital formation, and he regards, therefore, the traditional 
assumption that commercial banks should confine their activities largely, 
if not exclusively, to commercial loans as ill-advised; he finds little 
occasion for concern over the development towards the “department- 
store type’^ of financial institution. 

3. Waldo F. Mitchell. The orthodox theory of bank liquidity 
was turned upside down by Anderson and Moulton, for the bulk of 
the supposedly liquid commercial assets were declared non-liquid, 
whereas some of the investment assets were extolled as the most 
perfectly liquid ones. No doubt these theories sounded strange in the 
ears of people brought up to quite different ideas. Nevertheless, the two 
heretics soon found followers who advanced further in their direction. 
We shall mention here only those who have contributed to the body 
of thought of the new liquidity school. Taking them in chronological 
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order, we have first Waldo F. Mitchell’s study on The Uses of Bank 
Funds.* 

Mitchell, who follows closely Moulton’s ideology, calls his theory 
“The Shiftability Theory.” According to him the old theory that since 
a bank’s liabilities are mostly demand its assets should be short¬ 
term and self-liquidating, presupposes each bank standing alone 
instead of being one of a system. Actually, the growth of a banking 
system has provided the mechanism by which a bank can keep itself 
in liquid condition. If a bank has good safe assets it need not wait until 
maturity for their liquidation, but can restore its liquidity by shifting 
them to stronger financial institutes. The author points out further that 
though the volume of bond holdings does not usually decrease in 
periods of depression, bonds must be regarded as especially liquid 
the test of liquidity being not whether they decrease in the banking 
system as a whole, but whether individual banks can dispose of their 
bonds to stronger banks, as usually can be done even in times of crisis 
and depression. 

Mitchell asserts that the shiftability theory is supported by abstract 
logic and the general practice of banks, but he is careful to point out 
that it does not give license to unsound banking: an unsafe loan is not 
a liquid loan, and loans are made unsafe through lending on too narrow 
margins of income and property, or too large a margin of creditor’s 
equity in the bank itself, or too little attention to secondary reserves. 

Mitchell shares also Moulton’s general principles of banking policy. 
He points out in the preface that the aim of his book is to show that 
newer practices of banks are not inimical to sound banking, and he 
concludes his study with the statement that there is no need for estab¬ 
lishing separate institutions for carrying on the financing of the various 
kinds of enterprises. 

4. Paul M. Atkins. The idea of liquid investment assets as secon¬ 
dary reserve, especially emphasized by Anderson, was developed 
further by Paul M. Atkins.f According to him, the investment assets 
of a bank should be divided into two separate categories, a “secondary 
reserve account” and an “investment account,” which would serve 
different purposes and to which different rules of policy would be 
applied. 

A secondary reserve account is needed to provide liquidity for the 
bank, and, at the same time, to help it to maintain its earning power. 

• Mitchell, The Uses of Bank Funds, Chicago, 1925. 

t Atkins, Bank Secondary Reserve and Investment Policies, New York, 1930. 
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The composition of the account depends upon several factors; some of 
them varying with the size and class of the bank and others applying 
equally to all banks. The basic factor which must exist to a high degree 
in all assets in this account is safety. The second factor involved is 
liquidity, which may be further defined as marketability with price 
stability. The third factor is income; if this factor could be entirely 
neglected, then cash resources of the bank would meet the need of the 
other two factors; this factor must, however, be subordinated to the 
other two. 

The investment account of a bank, on the other hand, is organized 
principally to procure income for the bank. For this reason safety is 
the first consideration, as no bank should hold any assets which are not 
thoroughly safe. Yield, however, and not liquidity, is the second factor 
of importance with liquidity third. There is, according to Atkins, no 
limit to the size to which an investment account may be built except 
the lack of funds available for this purpose. Assets should be bought 
for it with the expectation of holding them to maturity unless it appears 
to be to the advantage of the bank to sell them. 

5. Lauchlin B. Currie^ is, perhaps, the most advanced representa¬ 
tive of the New Liquidity School. He assails the three main grounds 
which he regards as the basis of the “commercial loan theory*’: the 
supposed greater liquidity of commercial loans over other types of 
assets, the belief that the demand for commercial loans offers a good 
criterion of the credit needs of the community as well as the belief that 
commercial loans represent the most productive type of loan. Of these, 
we are here concerned only with the first. 

Currie follows Mitchell closely and gives his full support to the latter’s 
shiftability theory. But he takes a step further by denying that com¬ 
mercial assets have any inherent characteristics of liquidity different 
from other categories of credit items. He points out that the process by 
which a commercial loan is liquidated is similar to that involved in the 
liquidation of a security loan, and that this similarity is not affected 
by the fact that in one case goods are being sold and in the other securi¬ 
ties, for securities are merely evidences of ownership of productive 
equipment. In both cases, broadly speaking, the ownership of goods 
is exchanged for deposits (or cash). According to Currie, the liquidity 
of bank assets en masse need be no greater than 10 to 15 % over the 
period of a year. It would appear to be easier to contract loans and 

* Currie, Bank Assets and Banking Theory^ Harvard University Thesis Collec¬ 
tion, H.U. 90. zzig (1931). 
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investments to this extent than commercial loans, owing to the superior 
marketability of stocks and bonds over commodities, and also owing 
to the fact that bank funds furnish only a portion of the market for 
stocks and bonds while they furnish practically the entire market for 
commercial loans. 

6. Charles O. Hardy* belongs to the group of economists we are 
here interested in through his repudiation of the orthodox theory of 
bank liquidity. According to him, the whole theory of the necessity 
of self-liquidating quality in bank loans is unsound, for it rests on two 
assumptions, of which one was probably never justified and the other 
has now broken down. The first assumption is that fixed capital loans 
cannot be liquidated in time of need; the second is that the bulk of 
working capital loans are truly self-liquidating. 

Like Moulton, Hardy reaches the conclusion that “the so-called 
liquidity is really only shiftability,** and likewise he concludes that in 
the field of commercial lending, just as in the capital market, a general 
liquidation is impossible. There is no way to liquidate any large propor¬ 
tion of the outstanding credit without liquidating the whole modern 
organization of business. If pressure on the banks to pay off their 
depositors is at all general, the system breaks down, or relief must come 
from outside the group. 

In spite of this severe criticism of the orthodox theory of bank 
liquidity. Hardy does not accept the general banking principles more 
or less common to the other adherents of the shiftability theory. He 
considers the increase in banks’ holdings of securities dangerous, for 
when a banking system expands its assets and its liabilities by taking 
in securities and giving out deposit credits the pyramid which must be 
supported by a limited quantity of gold is expanded, and, more impor¬ 
tant, the economic area which is exposed to the risk of a sudden pressure 
for liquidation is enlarged. Moreover, the depression is aggravated 
through the ensuing liquidation because such a liquidation is certain to 
involve a lowering of the quality of bank investments, the items which 
are sold being safer and more liquid on the average than those which 
remain in the bank portfolios, and doubt is thereby created as to the 
safety of the banks. 


III. PROBLEMS OF LIQUIDITY 

The decline of the orthodox theory of bank liquidity in post-war 
America and the appearance and further development of a new body 
• Hardy, Credit Policies of the Federal Reserve System, Washington, D.C., 1932. 
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of banking theories have led to a rather confused situation. Instead of a 
very plain theory of bank liquidity we are now confronted with a host 
of new ideas the value of which seems still to be to a certain extent 
problematic. There is no space to appraise these ideas in detail here, or 
to relate them to similar trends of economic thought in other countries; 
the remaining pages must, therefore, simply be used for a statement of 
the chief problems of liquidity at present. 

1. Definition of Liquidity. The difference in the views of economists 
seems to centre, partly, around a failure adequately to define the 
term “liquidity.'* An excellent definition has, however, recently been 
given by Ray B. Westerfield.* He points out that a credit instrument 
may be liquid by virtue of the self-liquidating character of the transac¬ 
tion underlying the credit, the marketability of the collateral, or the 
marketability of the credit instrument itself. For the purpose of con¬ 
venience, Westerfield's division of bank assets into three categories 
of liquidity may well be reduced to two main categories: a category 
based upon the principle of self-liquidation, and a category based upon 
that of marketability. By this grouping we are actually brought back to 
the fundamental divergence between the orthodox theory and the new 
theory of bank liquidity; for whereas the old school started from the 
self-liquidating nature of bank assets, the so-called shiftability theory 
takes almost exclusively into consideration the characteristics of market¬ 
ability. 

We conclude that “liquidity" is in itself an ambiguous term com¬ 
prising two categories of credit items liquid on strictly different grounds, 
and, further, that the theory of bank liquidity becomes a different 
one, depending on which of these components is chiefly stressed. 

In this connection a further source of confusion should be removed. 
The scope of commercial assets, in the “self-liquidating" sense, has 
been drawn sometimes more narrowly, sometimes more broadly. 
There seems, however, to be no valid reason why all credit extended 
for working capital purposes should not be included in this category, 
provided, of course, that no more “commercial" credit is used than can 
be liquidated in the course of a normal production period. Outside the 
scope of commercial credit are left funds extended for speculative or 
instalment buying purposes, and, of course, all credit used for fixed 
capital purposes. 

2. Liquidity in Historical Perspective. Some of the economists 

* Westerfield, Liquidity in the Encyclopaedia of Social Sciencesy New York, 
i933> vol. ix. 
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referred to above have stressed the point that the orthodox theory of 
bank liquidity was sound in the times of Adam Smith, but has become 
antiquated since then. Let us consider briefly this proposition. 

Of the two components of liquidity, the principle of self-liquidation 
is and has always been an attribute of commercial assets only. But though 
there has been no change in this respect in the course of time, the degree 
of liquidity has tended to deteriorate. Whereas formerly commercial 
loans to customers used to be automatically tied to self-liquidating 
specific business transactions, this practice has been partly discon¬ 
tinued, and the loans have become more continuous, as pointed out 
especially by Moulton. This tendencyJs likely to continue because it 
reflects a corresponding change in economic organization, production 
tending to become more and more continuous, while improved facilities 
in distributing products lengthen the period of consumption and reduce 
the seasonal feature of business. 

If we turn to the other component of liquidity, the shiftability, it 
has undergone even greater changes since the times of Adam Smith. 
In the period of early capitalism, securities played a relatively insig¬ 
nificant role and their marketability could not well be relied upon; 
nor were commercial assets readily shiftable, though there may have 
been, in ordinary times, some prospect of shifting short-term bills 
before maturity to stronger financial institutions, if necessary. Later, 
as a result of the growth of a banking system, of improved government 
credit, of development of the corporation institution and of stock 
exchanges, important categories of investment assets have gained a high 
degree of marketability and have in this respect totally outdistanced 
the bulk of commercial assets; of the latter, only the categories of 
acceptances and commercial paper bought through brokers have 
been able to attain a comparable degree of shiftability. 

We conclude, then, that in the period of early capitalism the prin¬ 
ciple of self-liquidation was absolutely as well as relatively much 
more important than in modern times, and further, that whatever 
liquidity there existed in the banking system, it was almost wholly 
a characteristic of commercial assets. No wonder that the earlier econo¬ 
mists were so emphatic about the desirability of short-term, mercantile 
loans. In their days, any other theory would have been unsound. On 
the other hand, with the deteriorating liquidity of self-liquidating 
assets and with the increasing degree of shiftability of important cate¬ 
gories of investment assets, the ground beneath the orthodox theory 
of bank liquidity has gradually been giving away. 
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3. Secondary Reserve and Bank Liquidity. The function of a Secon¬ 
dary Reserve is to safeguard the liquidity of a bank or a banking system 
against exceptionally large withdrawals of cash due to season, sudden 
market turns, or panicky runs which cannot be fully met by primary 
reserves. This function implies that only “quick’’ assets readily exchange¬ 
able into cash are suitable for purposes of secondary reserve, assets 
like government securities, first-class listed active bonds, open market 
commercial paper and acceptances. Shiftability is, consequently, 
the sole characteristic of secondary reserve, self-liquidation has little 
or nothing to do with it, for the maturity of even short-term com¬ 
mercial assets is too slow to be depended upon in an emergency. 
Consequently, Anderson was right, in principle, in emphasizing 
the role played by quick assets as secondary reserve. But his reasoning 
became nevertheless misleading because he did not point out the 
qualitative and quantitative limits of a.secondary reserve. In the latter 
respect, Atkins supplemented Anderson’s original ideology by drawing 
the well-needed distinction between a secondary reserve account 
and an investment account. 

4. Liquidity in the Course of a Business Cycle. In “normal times” 
all commercial assets as well as investment assets, of a “liquid” character, 
are liquid; in “times of crisis” all of them are practically non-liquid 
—^this is, in short, the thesis put forward by Anderson, Moulton, and 
their followers. The thesis is defendable as far as it goes. But it is 
gravely defective. It gives, so to say, a photographic snapshot of two 
deliberately chosen moments of a cyclical period; the one picture 
showing general liquidity prevailing in the banking community; the 
other, an equally general deadlock. But a photographic eye is static. 
It cannot show the dynamic forces working beneath the surface which 
mould the future of the banking system. 

A “cyclical theory of bank liquidity” would follow the inherent 
tendencies of liquidity throughout the different phases of a business 
cycle; it would follow the forces leading to a financial crisis as well as 
those leading out of the crisis. For instance, it would mark the pyra¬ 
miding tendency, which Hardy pointed out, in a banking system which 
expands its investment activities, a tendency precipitating a crisis; 
and it would also mark the fundamental difference in a depression 
period between a banking system depending on the shiftability of its 
assets, and a system basing its liquidity chiefly upon its self-liquidating 
assets. 

The problem of liquidity in the course of a business cycle is, however, 
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too vast and too intricate to be even touched upon here. Let it only be 
said that the neglect of this problem seems to be the rock upon which 
“the shiftability theory” is wrecked. Liquidity is not tantamount to 
shiftability, for the other component in bank liquidity, self-liquidation, 
cannot be overlooked. 

5. Liquidity and Central Banking. Two roads are, roughly speaking, 
open for a central bank in relation to bank liquidity. It may set out to 
strengthen the commercial character of the banking system, as was the 
aim of the original Federal Reserve Act; in this case a central bank 
would discriminate in its discount policy against investment assets. 
Or a central bank may also view the specific use of bank funds with 
indifference, provided, of course, that credit is extended against sound 
assets. This is the policy advocated by most of the economists referred 
to above, like Anderson (not in his later writings), Moulton, Mitchell, 
and Currie, as is quite consistent with their liquidity theory. 

Now, whichever road a central bank may choose, evidently the 
future of the banking system and the character of its liquidity, or 
non-liquidity, will become totally different. And the ultimate conse¬ 
quences will be good or bad according to the inherent wisdom of the 
chosen policy. It is, therefore, of utmost importance for central bank 
policy that a satisfactory analysis of the problems of bank liquidity 
should be provided by economic theory. 
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THE RELATION BETWEEN PARTIAL OVER¬ 
PRODUCTION AND GENERAL DEPRESSION* 

W. L. VALK, Scheveningen 

(l) PARTIAL OVERPRODUCTION AND GENERAL DEPRESSION 

It is not easy to define the notions of partial overproduction and 
general depression, for whether one of these phenomena presents 
itself may, to a certain extent, be a matter of appreciation. Partial 
overproduction may be spoken of when the total sales in a certain 
branch of production are insufficient to cover the cost of production 
of the commodities which are being sold. However, this is an extreme 
case, and partial overproduction is generally spoken of long before 
this phase is reached. Overproduction is a relative notion; when the 
rate of profits in a certain branch of production has been high for a 
considerable period of time, an increase of production, which causes 
a severe decline in price and which diminishes profits by, let us say, 
50%, may be regarded as causing the phenomenon of “overproduc¬ 
tion” in that particular branch. But it is clear that it is very hard to 
determine the point at which “overproduction” begins, and the only 
sharp line of division which could be drawn is the line of division 
between the state in which profits are still made and the state in which 
profits are no longer made. And it is also clear that “overproduction” 
is a very complex notion. The situation which is meant when this 
word is used, the state of trade in which no profits or too little profits 
are made, can arise when too much is produced, but can also arise 
when the monetary volume of sales is shrinking—for instance, when 
marginal utility (if we may still use this notion) of the article con¬ 
sidered is falling; and it can just as well arise when cost of production 
is rising, which may be the case when the prices of the means of 
production are increasing or when conditions of production are 
becoming more unfavourable, so that a larger number of units of the 
means of production is, in the future, necessary to produce the unit 
of the finished product. 

It is probably better to avoid, in scientific discussions, the word 
“overproduction,” and it seems preferable to speak of “the movement 

• Some of the problems touched upon in this article will be treated more fully 
in my book, The Principles of Economic Diagnosis, which I hope to publish 
very soon. 
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of the rate of profits.” Although not every downward movement of 
the rate of profits in a branch of production has a more or less per¬ 
manent character, and although in many cases the decline is not severe 
enough to speak of overproduction, still a downward or upward 
movement of the rate of profits has, practically, always important 
consequences and deserves to be studied. 

General depression is something very different from partial over¬ 
production, to such an extent that overproduction may exist in several 
important branches of production while, at the same time, the general 
state of business is considered satisfactory. 

When there is a general depression, the rate of profits is generally 
moving downward, but this does not mean that it is declining in all 
branches of production at the same time. Of course, when the rate of 
profits is falling in all fields of economic activity there certainly is a 
general economic depression; but this should not be reversed, for 
history shows that there have been very violent depressions in which 
some branches of business made exceptionally high profits. As a matter 
of fact, some lines of business usually prosper in bad times, but they 
are, of course, exceptions, and their success is a symptom of the 
general evil. 

We might take the average rate of profits in industry, and for many 
purposes we could certainly use this index; for more detailed analysis 
it would prove, however, insufficient, and it would appear that we 
must know not only aggregate and average profits, but also the distri¬ 
bution of profits over the entire industrial system. 

It might be asked whether the rate of profits is a sufficient indicator 
of welfare, and whether it is allowed to say that the state of the 
economic system is favourable when the rate of profits is rising, while 
it is bad when the rate of profits is falling. Of course, when the pros¬ 
perity of a country is analysed there are more criteria which have to 
be taken into account than the rate of profits only. But, when cyclical 
fluctuations in business life are studied, the rate of profits is the first 
criterion to be considered, for it rules the expansion and contraction 
of business, which is the main object of study when the business cycle 
is analysed. 

Just because, even during the worst phase of depressions, some 
lines of business are prospering, it is very difficult, especially when 
adequate statistics of profits are lacking, to gauge the situation. This 
is especially difficult when business conditions are spotty. Besides, it is 
usually assumed that partial “overproduction” can breed a general 
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depression, and this makes it even more important to watch the 
situation and to observe whether the number and the intensity of these 
“overproductions'* is growing, and, if possible, to determine whether, 
and at which moment, this growing group of “sick” industries may 
cause a dislocation of the entire industrial body. As we shall see, 
however, the connection between partial overproduction and general 
dislocation is by no means so simple as is generally assumed. There 
is a problem behind this, and when a number of industries are losing 
ground this may mean that there are better openings for other indus¬ 
tries. In that case, partial overproduction may cause partial under¬ 
production, or rather partial prosperity in some other important 
industries, and the situation of the entire industrial system may 
improve instead of getting worse. We shall try to solve this problem 
in due course, but before we can do this we shall have to devote 
some time to some theoretical explanations in order to have a scientific 
basis for the following discussion. 

(2) cassel's equations and the problem of changes in 

QUANTITIES AND PRICES 

We shall take Cassel's equations as a starting-point for our discussion, 
supposing that the reader is familiar with them. These equations, 
which are probably the simplest possible description of the state of 
equilibrium, are mathematical formulations of the following facts. I'he 
first set of equations tells us that the quantity demanded of every 
finished consumption commodity is a function of the prices of all 
consumers’ goods. The second set of equations tells us that in the 
state of equilibrium cost of production equals price; and the third 
set of equations tells us that in the state of equilibrium the supply of 
the factors of production is just sufficient to manufacture the amount 
of consumers’ goods which can be sold. Cassel needs more equations 
than these, but as a description of the state of equilibrium these three 
sets of equations are, for our purposes, sufficient. 

Given the fact that our society is static, the equations tell us that 
there is a certain system of prices for consumers’ goods and producers’ 
goods, which can be calculated when the data are given. And the data 
are: the shape of the functions of demand, the technical coefficients 
(the number of units of each factor of production necessary to produce 
the unit of the finished product), and the amounts available of the 
factors of production. The means of production are supposed to be 
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distributed economically over the field of industry—that is, according 
to the second law of Gossen. Although Cassel introduces concrete 
money only at a later phase of his discussion, we shall immediately 
introduce a certain quantity of money into our discussion. 

As soon as dynamic circumstances are taken into consideration, 
these equations, of course, lose the character of equations. It is possible 
that a dynamic state of things can be adequately described by several 
sets of equations, but these would have to be very different from those 
considered here above and would have to contain more elements. We 
are not going to attempt this, as, for our present purpose, it is sufficient 
to demonstrate how the introduction of dynamic circumstances destroys 
our equations. 

Under dynamic circumstances, the quantity demanded of every 
commodity is, of course, still a function of the prices of all consumers’ 
goods. But the quantity supplied is not equal to the quantity demanded; 
it should be, of course, although allowance must be made for the 
keeping of stocks, because under fluctuating conditions it is never 
possible to estimate future demand exactly; but, besides, in practice 
the system of prices is never in harmony with conditions, and especially 
when attempts are made in order to keep prices up it may occur that 
many prices are too high, so that stocks of more than “normal’’ mag¬ 
nitude are being formed. It should not be forgotten that this is not 
only true for the prices of finished commodities, but also for all other 
kinds of products, especially raw materials, the stocks of which are 
rightly regarded as great dangers for the development of economic 
conditions. It is beyond the scope of this article to analyse the ultimate 
effects of changes in the prices at all the different phases of a chain of 
productive activity, but we should remind the reader of the fact that, 
for purposes of economic diagnosis, it is not sufficient to pay attention 
to prices of consumers’ goods and prices of the factors of production 
only. The prices of intermediary goods are sometimes very important. 
In case the attempts to keep prices high are more or less general, this 
might become a cause of general depressions, as this mistake in pricing 
can produce considerable stocks and thus obstruct the normal func¬ 
tioning of the process of production. In order to produce this result 
it is not necessary that prices increase; it is sufficient if they remain 
unchanged when they ought to decline. 

Probably more common and more dangerous are mistakes in 
pricing with reference to the means of production. Under dynamic 
circumstances the formulas for the connection of cost of production 
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and price lose their equation character; when business is good there 
must be a considerable margin between cost and prices, and when 
business is bad it may occur that cost of production exceeds price. 
The failure of the prices of some of the means of production, especially 
labour and land, to move smoothly up and down with prices, is 
probably the main cause of the long duration of business depressions 
in modem times. 

When prices are not in harmony with conditions it is inevitable 
that the third set of equations lose their equation character too; when 
the prices of the means of production are too high, it is not possible 
to employ the entire supply of them, with the result that a certain 
amount of them remains unemployed. 

Even the relation of data to unknowns is not quite the same under 
actual conditions. Apart from the fact that it is under actual conditions 
impossible to calculate prices when the ‘‘data’’ are given, it is, at the 
other hand, not even allowed to see the data as given variables and 
the prices as results. For the fact that mistakes are made in pricing, 
and that these mistakes are often of a rather permanent character 
(wages), changes the situation. Wrong pricing is, so to say, a new 
element in the system; it is no longer true that the movement of some 
original quantities constitutes the frame for pricing, and that pricing 
is a result which has to be in harmony with conditions; but it must 
be admitted that wrong prices, which are not in harmony with con¬ 
ditions, have an active influence on the system and may cause the 
other quantities to change. 

After this theoretical introduction we must return to our problem 
of overproduction, and must start to give an answer to the question 
whether partial overproduction can breed a general depression. In 
order to answer this question we must first ask whether and to what 
extent a sudden and excessive expansion of production in a certain 
branch of economic activity really mtist lead to a decline of profits in 
the branch of production considered. Theoretically this is not neces¬ 
sarily the case. If the prices of the factors of production were more 
flexible than they really are, it might be conceived that a decline in 
the monetary volume of sales through overexpansion of production 
might be compensated by a decline in the prices of the agents of 
production used in the branch of production considered. This could 
only be so for a comparatively small time, for, the remuneration of 
the factors of production being higher in other branches and other 
regions, this would cause a seepage of certain quantities of the 
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factors of production to these other branches of production and 
regions. 

In practice, however, this adaptation does not take place as smoothly 
as we have assumed: the prices of the means of production move 
rather slowly; and the price of the finished product cannot always be 
put at such a low level that the entire quantity produced can be sold. 
Stocks are inevitable, especially when the demand for the article con¬ 
sidered is more or less inelastic; unemployment and restriction of 
production follow from this situation. 

To what extent, now, does the area of low pressure which is formed 
in this way influence the rest of the business world? In order to set 
this problem in a clear way we shall give an example. We shall suppose 
that a continuous overproduction of coffee in Brazil has produced a 
regional depression in that country; that the price of coffee has fallen 
to such an extent that Brazil’s income from foreign trade has suffered 
a decline of loo million dollars during a certain period. Let us, for the 
sake of simplicity, assume that this coffee is exclusively exported to 
the United States and is usually paid for with North American steel 
products. The immediate effects of these changes are that the Brazilians 
must buy loo million dollars less from the United States; but that, at 
the other hand, the inhabitants of the United States pay loo million 
dollars less for their coffee, w^hich amount they can spend for other 
purposes. In case they could use this amount for the purchase of the 
steel products which would otherwise have gone to Brazil, there would 
not be any effect of the crisis in Brazil on the business situation in 
the United States. Other things being equal, there would not be a 
change in the national income and in the rate of profits; there would 
only be a change in the channels through which money flows, and 
there could only be a change in the rate of profits in case the sub¬ 
stitution of the channels had been imperfect. 

The case considered is, of course, highly theoretical, and in practice 
a collapse of business life in Brazil will have an important influence 
on business life in the United States, In order to examine this, we 
have to answer several questions: First, we must ask whether this 
amount of lOO million dollars which is saved when coffee is bought 
is really spent for something else. Second, whether, if the amount is 
spent, a smooth substitution of the channels through which money 
flows is possible. And third, whether this process is not accompanied 
by movements in other fields which may have disturbing effects. 
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(3) THE CONSEQUENCES OF THE CRYSTALLIZATION OF CAPITAL 

AND LABOUR 

The first reason why the purchasing power which is set free through 
the decline of the coffee price cannot be absorbed without friction by 
another part of industry is that capital and labdur are crystallized for 
a longer or shorter period into definite forms and can only change 
their forms after a considerable period of time has passed. The steel 
products which used to be sent to Brazil in the example which we 
gave in the preceding section can only partly be absorbed by North 
American demand, that is to say, to the extent to which they are 
capable of satisfying North American wants. But it is quite possible 
that very special kinds of steel products are usually sent to Brazil 
which, in that particular form or quality, cannot be used in North 
America. Even in case the Americans would be willing to spend the 
100 million dollars which have been set free for the purchase of steel 
products, these steel products would partly have to be different from 
the products which are made for the Brazilian market. This means that, 
in this case, the American steel industry has to be reorganized, its 
machinery and organization have to be changed in such a way that 
production can be adapted to American needs. This means an addi¬ 
tional demand for capital and, therefore, another change in American 
business life. 

The immediate effect is, in any case, that the home sales of the 
American steel industry are not increased by 100 million dollars, and 
the question which has now to be answered is what the American 
consumer does with the 100 million dollars which he has saved on 
coffee. There are several possibilities: to the extent to which he does not 
buy more iron and steel products, he may buy other consumers’ goods; 
he may not spend the money at all; he may save it and invest it. 

In the present section we are only concerned with the first possi¬ 
bility. The consumer may choose to spend the money saved by the 
reduction of the coffee price for buying cigars, candies, ice cream, 
etc. But here the same problem arises; also in these other industries 
capital and labour are crystallized in definite forms and, although a 
great deal of adaptation may be possible, there will be some friction. 
The normal course of things in the example given hereabove will, 
however, be that after some time industry will absorb the 100 million 
dollars of additional purchasing power on the home market, and the 
capital equipment of industry will adapt itself to changed needs. 
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Although in our example we have spoken of two different countries, 
we can just as well demonstrate the problem by analysing the business 
situation in one country. The only difference is, then, that the industry 
which first loses purchasing power is also an American industry, so 
that in that case not only the iron and steel industry loses purchasing 
power, but also the industry which used to buy from the iron and 
steel trade and which has initiated the process of changes. When a 
great number of trades have overexpanded there may be many 
suffering industries in the country. But the very fact that they make 
low prices is a cause of prosperity for other industries. For either 
these use these cheap products as raw materials, and in that case their 
profits increase, or these cheap products are consumers’ goods, and in 
this case the purchasing power for other goods on the home market 
increases, because consumers have to spend less for the articles which 
have become excessively cheap. So it is theoretically conceivable that 
a large part of industry is in a very depressed state, while the flow of 
money is more and more confined to a small group of highly prospering 
industries. It is possible that the majority of industries are making 
heavy losses, but that simply the channels through which money flows 
have been changed, so that the bulk of national income flows through 
the hands of those who are engaged in these few prospering industries, 
which pay high wages and salaries and make fabulous profits. Of 
course, business conditions are far from sound when this is the case, 
but, if the average rate of profits is taken as an index of prosperity, 
there is no objection against calling the phase in which business life 
in that case still finds itself a phase of prosperity. 

In practice, this process of substitution proceeds gradually and 
seldom disturbs the course of events in economic life. It means some 
loss of capital, for certain forms of capital lose their value and have 
to be replaced by new ones; it develops a need for savings, which is 
not necessarily accompanied by growth of the economic system but 
is simply caused by the necessity of substituting certain kinds of 
machinery, etc., for other kinds. As labour is also crystallized in 
definite forms and does not move freely from one branch of production 
to another, such a process of change always causes some unemploy¬ 
ment. And, although the flow of money may not be damaged, the 
total volume of sales remaining the same and the total volume of cost 
of production remaining the same (which is, of course, not always 
the case), a considerable change has taken place. For even if the same 
income is paid, it is paid to a smaller number of persons than before 
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the change had taken place. This means that the change in consump¬ 
tion must in some cases be very considerable, for the sales of many 
companies are a function of the number of persons enjoying an income 
of a certain magnitude. Now that the same income is enjoyed by a 
smaller number of persons, less will be sold of these things, and a 
part of the purchasing power which used to be applied for buying 
these things will now be used (as we assume that the income is still 
spent and not saved or immobilized) for buying other things. 

All this does not mean that a collapse of the economic system has 
to take place; but it makes for elements of instability, it makes business 
‘‘spotty,” and may prepare the ground for more serious events. In 
general, the action of the principle of substitution may certainly not 
be taken as an unfavourable factor in the business cycle, for this 
process is not always initiated by mistakes, as in the case which we 
have treated; it always accompanies progress, and the difficulties 
which arise during the process of adaptation when one industry takes 
the place of another is a part of the price which we have to pay for 
progress. 


(4) HOARDING AND INVESTMENT 

When a change occurs in the channels of the flow of money, this 
necessarily means a change in the distribution of income. In the 
example which we gave the producers of coffee have less to spend 
and the consumers of coffee have more to spend, as they have less to 
pay for their coffee. In the preceding section we have assumed that 
the 100 million dollars which were set free in this way were spent 
for the consumption of other things, so that the circulation of money 
was not damaged, and the only effect was a change in the channels 
through which money flows. 

But there are other possibilities. First, it is possible that a part of 
these 100 million dollars is not spent at all, either because consumers 
cannot immediately decide what they will buy for it or because they 
have not yet decided whether they will consume or save. In the second 
case the inclination towards immobilizing money will be greater the 
larger the distrust of investors concerning the investment market. The 
inclination to save or hoard will also be strong in the coffee region, 
because there is fear concerning the future, and although people earn 
less the inclination towards laying small amounts aside is stronger than 
in normal times. 
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When the process causes hoarding, this means, of course, neces¬ 
sarily an aggravation of the situation. For it means that the flow of 
money into industry is damaged, and this means a contraction of the 
volume of sales without a corresponding contraction of the cost of 
production, and therefore a decline of business profits. 

In case the money which is saved is invested, the effect is different. 
In that case money still flows into industry at the same rate, but there 
is an additional change in the channels through which money flows, 
and therefore an additional source of confusion. But, as we have seen, 
the process of substitution itself has the tendency to increase the 
demand for capital, so that there is at the same time an opening for 
new savings. Nevertheless, important changes in the relative impor¬ 
tance of the flow of money devoted to the purchase of consumers’ 
goods and the flow of money devoted to the purchase of investment 
goods may have some importance for the course of development of 
business events. This may result in oversaving or overinvestment, 
and, if the change is lasting and its importance increasing, an important 
part of the flow of money may be localized in the sphere of production 
and never reach the market for consumers* goods at all, which may 
be an important cause of business depressions, although we have no 
statistics to prove it. 

Of course there is much more to be said about the role of saving 
in the business cycle; but for the present purpose it is sufficient to 
know that a change in distribution may lead to oversaving, over¬ 
production, and thus to new regions of low pressure. But that this 
will happen as a consequence of the change in distribution only is 
not probable. 


(5) OVERPRODUCTION AND BANK POLICY 

Until now wc have treated the problem of the influence of partial 
overproduction on the general business situation without any reference 
to banking and speculation. As soon as these factors are introduced 
the problem changes; the action of the principle of substitution, 
whether initiated by ‘‘mistakes” in production or not, would probably 
not easily produce economic depressions, if business were not dependent 
on conditions of banking and speculation, and if these did not prove 
sensitive to partial dislocations. 

Let us return to our example, and ask to what extent bank policy 
will react on the situation. In Brazil the decline of the coffee price 
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produces a general economic depression, as the damage done to the 
national income is enormous. But a shrinkage of the national income 
could be compensated by banking policy if banking policy were directed 
towards inflation or reflation. This, however, is not probable, and the 
opposite is more likely to occur; the losses which many people have 
suffered largely increase the risk of lending money, and, besides, as 
short-term credit is often given on stocks of raw materials in one 
form or the other, it is clear that the volume of lending will probably 
be reduced to a greater extent than would correspond to the decline 
in prices. But credit contraction has an unfavourable effect on the 
general price level, and may have an unfavourable effect on the total 
sales of business. And if this reduction in the total sales is not accom¬ 
panied by a reduction in the total cost of production the business 
situation may be seriously aggravated. 

In the United States, in our example, circumstances are different. 
Bankers may judge it wise to withdraw some credit from the steel 
industry, but, if consumers spend their money in other directions, 
there may be brilliant investment opportunities in other lines of 
economic activity. In this case the negative action of the banking 
system will, however, probably precede the positive action, for it will 
take some time before the growth of the industries which absorb 
the purchasing power which has been set free by the reduction of 
the coffee price becomes visible. Nevertheless, it is not likely that the 
business situation in the United States will become unfavourable, even 
if the volume of bank credit undergoes some temporary reduction. 

(6) THE INFLUENCE OF SPECULATIVE MARKETS 

The existence of speculative markets changes the problem consider¬ 
ably; their influence may be powerful and they may, indirectly, act 
on bank policy. In our example the coffee exchange will break first, 
and the stock exchange will be immediately affected through a heavy 
decline in coffee shares. But this is not all: people who have suffered 
losses on one thing do not always sell this thing, because they may 
expect the market to recover. In that case they often sell something 
else in order to save the thing on which they have lost and w^hich 
they do not wish to sell. Hence a remarkable phenomenon: w^hen one 
exchange breaks down it has the tendency to drag other exchanges 
with it, and will do so when the initial blow has been powerful enough 
and when the psychological atmosphere is favourable for downward 
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movements. Usually the breaking of one market is not sufficient to 
produce a general depression, for downward tendencies in the economic 
system may be counteracted and compensated by upward tendencies 
in other parts of the system. 

But, when business is already “spotty” and when there is a growing 
distrust in the market, even small blows may have important conse¬ 
quences. The initiation of a downward movement on the stock exchange 
is particularly dangerous because it paralyses the process of investment 
and may cause a huge immobilization of money, either in the hands 
of investors or in the banks. In that case the circulation of money is 
severely damaged and a general economic depression may follow. It is 
easy to see that a downward movement of the exchanges—^the com¬ 
modity exchanges as well as the stock exchanges—must have an 
unfavourable influence on bank policy. Bankers begin to withdraw 
their money, and the result is a series of cumulative changes which 
seems endless and which seems to contradict the old truth that the 
economic mechanism, when it has been disturbed, has the tendency 
to return to some state of equilibrium. 

(7) CONCLUSIONS 

The problem whether partial overproduction can breed a general 
depression is partly a quantitative, partly a psychological problem. It 
seems justified to conclude that serious overproduction of several 
important raw materials may cause a crisis, unless these unfavourable 
developments are compensated by favourable developments in other 
fields. It will probably never be possible to foretell at which moment 
overproduction starts to become a danger to the entire economic 
system, but it seems wise to watch carefully the effects of the situation 
on the circulation of money, on speculative markets, and on bank policy. 
And it certainly is justified to consider partial overproduction as a 
great danger to general prosperity. To prevent it and to keep the 
movement of business profits somewhat more stable than is nowadays 
the case seems to be one of the great problems of the future. 
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BEMERKUNGEN ZU DEN PROBLEMEN VON 
AUFBRINGUNG UND TRANSFER 

STEFAN VARGA, Ungarisches Institut fur Wirtschaftsforschung in Budapest 

Seit Kriegsende, seitdem die Frage der Reparationen aufgerollt 
worden ist, stehen die Probleme von Aufbringung und Transfer im 
Vordergrund der wirtschaftspolitischen und wirtschaftstheoretischen 
Erorterungen. Besonders seit dem Bekanntwerden des Dawes-Plans 
erhielten diese eine neue Note. Der Dawes-Plan stellte sich bekanntlich 
auf den wirtschaftstheoretisch und wirtschaftspolitisch gleich belang- 
reichen theoretischen Standpunkt, Aufbringung und Transfer bildeten 
von einander unabhangige Probleme,* von denen bloss das Problem 
des Transfers eingehendere Beachtung verdiene, da einerseits die 
Mdglichkeit der Aufbringung eine Tatsachenfrage bilde, bei der 
theoretische Probleme kaum in Frage kamen und da andererseits das 
Aufbringungsproblem fiir Deutschland, dessen Verhaltnisse damals 
allein zur Diskussion standen, aus dem Grunde als ein leicht losbares 
Problem erschien, weil das Deutsche Reich als Folge der Inflation an 
ihrem Schuldendienst bedeutende budgetarische Ersparnisse erzielt 
habe, so dass die deutsche Volkswirtschaft im Stande sein miisse, 
betrachtliche Betrage, die es friiher fiir den Dienst seiner offentlichen 
Schuld benotigt hat, in Hinkunft fiir Reparationszwecke aufzubringen 
und hiezu schon aus dem Grunde zu verhalten sei, weil sonst die 
Steuerlast der deutschen Steuerzahler gcringer als die der Alliierten 
ware.f Diese Auffassung hat die Reparationsfrage und damit im 
Zusammenhang auch die Aufbringungsfrage als rein fiskalisches 
Problem betrachtet. J Ihr wurden zuweilen volkswirtschaftliche Gesichts- 

* Vgl. August Philips, Jr.: Economic Aspects of Reparations and Inter-Allied 
Debts. S. C. Van Doesburgh, Leyden, 1930, S. 27. 

t Reports of the Expert Committees appointed by the Reparations Com¬ 
mission. London, 1924, SS. 22-23. 

X So versteht z.B. Harald Pick: Transfer problem und Transfertheorie. Ein 
Beitrag zur volkswirtschaftlichen Theorie der deutschen Reparationen (Gustav 
Fischer, Jena, 1929) unter “Aufbringung’’ einfach ein staatsfinanzwirtschaft- 
liches Problem, was insofern begriindet ist, als er sich ja nur mit dem Repara- 
tionsproblem, nicht aber auch mit dem von alien einseitigen Wertiibertragungen 
befasst, insofern aber m.E, zu eng ist, als dadurch eben nur der privatwirt- 
schaftliche Gesichtspunkt Beachtung findet, das Problem der volkswirtschaft- 
lichen Aufbringung aber unberiicksichtigt bleibt. Besonders irrefiihrend 
erscheint mir, dass Fick und viele andere das Aufbringungsproblem als geldliche 
und nicht als Erscheinung der Giiterwirtschaft betrachten. Hiefiir ist die 
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punkte entgegengehalten und richtigerweise behauptet, diese Gleich- 
stellung sei nicht ganz berechtigt, da es wohl einen Unterschied mache, 
ob — wie bei den Reparationszahlungen — aufgebrachte Betrage aus 
einer Volkswirtschaft in eine andere iibertragen warden sollen, oder 
ob — wie bei der Aufbringung fiir den inneren Schuldendienst — nur 
eine interne Einkommenverschiebung erfolgen soil. Diese Ansicht 
wurde aber in der Literatur kaum weiter verfolgt, trotzdem sie — weil 
sie eben volkswirtschaftliche Gesichtspunkte betont — mehr Beachtung 
verdient hatte. Vorweg soli aber gleich bemerkt warden, dass auch 
diese Auffassung noch den Fehler begeht, die Aufbringungsfrage als 
rein monetares Problem zu behandeln und es unterlasst “den Geld- 
schleier zu liiften,” d.h. die Erscheinungen auch in ihren naturalwirt- 
schaftlichen Zusammenhangen zu untersuchen.’*^ 

Das Aufbringungsproblem hat, wie schon bemerkt worden ist, 
verhaltnismassig kaum Beachtung gefunden.f Dem davon in der 
Literatur meist als unabhangig betrachteten Transferproblem ist mehr 
Beachtung geschenkt worden. Zuweilen ist es wohl vorgekommen, 
dass an der Berechtigung der Trennung der Aufbringungs- und 
Transferprobleme gezweifelt wurde. Doch auch in diesen Fallen hat 
man sich eigentlich nur mit dem Transferproblem befasst und die 
Ansicht verfochten, das Transferproblem wiirde sich als Folge der 
Aufbringung und der dadurch verursachten Deflation und Preissen- 
kungen automatisch losen. Es ist bekannt, dass diese sog. automatische 
Theorie des Transfers stark angegriffen wurde. Doch ist es ersichtlich: 
auch diese Auffassung untersucht eigentlich nur das Problem des 
Transfers, wahrend es die Aufbringung als Gegebenheit betrachtet 
imd es unterlasst, die Frage zu untersuchen, zu welchen Konsequenzen 

Definition charakteristisch: ‘‘Wir verstehen unter ‘Aufbringung’ alle diejenigen 
wirtschaftlichen und finanziellen Handlungen und Vorgange, die notwendig 
sind, um allj^hrlich eine bestimmt festgesetzte Geldsumme in die tats^chliche 
Verfiigungsgewalt des Agenten (fiir Reparationszahlungen) zu bringen’* 
(op. cit., S. 40). Und weiter: “Die Aufbringung ist also im wesentlichen eine 
finanzwirtschaftliche Erscheinung” (op, cit., S. 41).—Aehnlich aber auch 
z.B. Albert v. Miihlenfels: Transfer Betrachtungen Uber Technik und Grenzen 
der ReparationsUhertragung, Gustav Fischer, Jena, 1926, S. i. 

• Als charakteristisch dafiir, dass meist nur von Geldbetragen und fast nie 
von Gutermengen die Rede ist, konnen folgende typische Ausfiihrungen 
gelten: “. . . car autre chose est de pr^lever une somme sur un ensemble 
de revenus k I’int^rieur du pays, autre chose de faire parvenir cette somme 
a une destination ext^rieur.” Raymond Deschi^tkre: Les Reparations. La 
protection des obligataires. La Banque des Rkglements Intemationaux. Les Presses 
Universitaires de France, Paris, 1931, S. 98. 
t Vgl. z.B. V. MUhlenfels, op, cit., S. i. 
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es fuhren wiirde, falls der Transfer trotz der Aufbringung aus irgend 
einem Grunde nicht gelingen sollte. Mit diesem Problem batten sich 
selbstverstandlich vor allem jene* zu befassen gehabt, deren Ansicht 
nach der Transfer keine automatische Folge der Aufbringung ist; 
weil aus dieser Auffassung schon mit logischer Zwangslaufigkeit die 
Moglichkeit der Annahme folgt, dass die Aufbringung gelingt, der 
Transfer aber nicht, in welchem Fall zu untersuchen ist, wie das Fort- 
bleiben des Transfers auf die mit der Aufbringung zusammenhangenden 
Erscheinungen zuriickwirkt.f Der Dawes-Bericht hat diese Frage 
nicht beriihrt, obzwar er dafiir gesorgt hat, dass die fiir die Zwecke 
der Reparationszahlungen aufgebrachten, jedoch nicht transferier- 
baren Betrage liber ein gewisses Mass hinaus nicht anwachsen, da dann 
eben auch die Aufbringung zu suspendieren gewesen ware. Dieser 
Betrag war jedoch mit 5,000 Millionen Reichsmark so hoch festgesetzt, 
dass im Falle seiner Ansammlung, wozu es ja leicht hatte kommen 
konnen, da ja der Dawes-Plan die Bestimmung enthielt, dass die auf 
seiner Grundlage zu erfolgenden Zahlungen die Goldparitat der Mark 
nicht gefahrden diirfen, die gleichen Probleme,die imweiterenvornehm- 
lich an Hand der Ereignisse in Ungarn in den letzten Jahren dargestellt 
werden, ebenfalls aufgetreten waren. Die am 9. Juni 1933 erfolgte 
Verordnung des Transfermoratoriums fiir Deutschland hat aber — 
trotz der Ende Juni 1933 verfligten Erleichterungen dieses Transfer- 
moratoriums — diese Probleme auch fiir Deutschland in vollem Masse 
aktuell gemacht. Oberhaupt kann der Umstand, dass die Probleme 
von Aufbringung und Transfer und ihrer Beziehungen bloss im 
Zusammenhang mit dem Reparationsproblem zur Erorterung gelangt 
sind, im Grossen und Ganzen als Zufall betrachtet werden, da diese 
Probleme eigentlich Teile des allgemeinen Problems der einseitigen 
internationalen Wertubertragungen,J vor allem aber der Balanzierung 
von stark passiven Zahlungsbilanzen bilden und z.B. in Ungarn 
unabhangig von den iibernommenen, verhaltnismassig geringen, 
Reparationsverpflichtungen zu Bedeutung gelangt sind. 

Diese Fragen haben nun in den letzten Jahren eine praktische 
Bedeutung erlangt, der sich auch jene nicht entziehen konnen, 
die die Ansicht vertreten, dass die Aufbringung gleichzeitig die Ermog- 

• Vgl. z.B. F. W. Taussig: Deutschlands interttationaler Handel und das 
Reparationsproblem. Archiv fiir Sozialwissenschaft und Sozialpolitiky Bd. 60, 
1928, SS. 225 ff. 

t V. Miihlenfels beriihrt dieses Problem, op. cit., SS. 29 und 94. 

{ Melchior Pdlyi: Der Zahlungsbilanzausgleich bet einseitigen Wertiibertra’- 
gungen, Archiv fiir Sozialwissenschaft und Sozialpolitik^ Bd. 56, 1926, S. 302. 
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lichung des Transfers bedeute. Seit den seit Juli 1931 neu aufgetre- 
tenen Devisenschwierigkeiten mancher Staaten haben verschiedene 
dieser sich auf den Standpunkt gestellt, dass sie die dem Auslande 
gegeniiber geschuldeten Zahlungen nicht leisten konnten, dass sie 
jedoch—schon darum, um nicht Schuldbeziehungen zu petrifizieren 
und um auch zwischen der Insolvenz der einzelnen Schuldner und der 
Volkswirtschaft als solcher zu unterscheiden — die interne Aufbrin- 
gung durchzufiihren batten. Diese Auffassung bedeutet also wieder 
die Trennung des Aufbringungs- und des Transferproblems: die 
Aufbringung erscheine moglich selbst in dem Falle, dass der Transfer 
undurchfiihrbar sei. 

In diesem Zusammenhang waren nicht zwei, sondern drei Erschei- 
nungen begrifflich scharf zu scheiden: das privatwirtschaftliche Auf- 
bringungsproblem, das volkswirtschaftliche Aufbringungsproblem und 
das volkswirtschaftliche Transferproblem. 

Unter Transfer ist zu verstehen, dass die gegeniiber dem Ausland 
falligen Geldverpflichtungen dem Auslande in auslandischer Valuta 
zur Verfiigung gestellt werden. Der Transfer kann sowohl echt als 
auch unecht sein, in welch letzterem Fall der Transfer aus neuen 
Auslandsanleihen erfolgt, volkswirtschaftlich gesehen also nur eine 
Konversion vor sich geht. Demgegeniiber kann es einem echten Transfer 
gleichgestellt werden, falls die Notenbank ihren Gold- und Devisen- 
schatz nicht aus dem Erlos einer Auslandsanleihe, sondern durch 
Aufkauf eines Teils der Exportdevisen erhoht. 

Der Transfer wird derzeit in den Staaten, in denen ein Transfermora- 
torium verordnet wurde, fiir die gegeniiber dem Ausland bestehenden 
Geldkapitalverpflichtungen als ganz, fiir die Zinsverpflichtungen aber 
als grosstenteils unmoglich und in jenen Staaten, in denen, wie z.B. 
in Ungam auch Beschrankungen des Devisenverkehrs bestehen, auch 
beziiglich der Verpflichtungen aus Warenlieferungen als nur beschrankt 
moglich erachtet. Demgegeniiber gilt das Aufbringungsproblem schon 
auf Grund der dargestellten Auffassung, die die Billigung der Volker- 
bundexperten, aber auch die der am meisten beteiligten Auslands- 
glaubiger gefunden hat, ferner auch auf Grund der erlassenen Verfii- 
gungen als ein vom Transfer ganz selbststandiges und verwirklichbares 
Problem. Die gleiche Auffassung hat auch der President der Deutschen 
Reichsbank Dr. Schacht in seiner Ausserung vertreten, mit der er die 
Verordnung des deutschen Transfermoratoriums zu begriinden suchte. 
Und dort, wo — als Folge der noch darzustellenden Zusammenhange — 
die privatwirtschaftliche Aufbringung nach dem Stocken der volks- 
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wirtschaftlichen Aufbringung ebenfalls Schwierigkeiten begegnete, 
wurde die teilweise Aufhebung der privatwirtschaftlichen Aufbringung 
immer mit den Schwierigkeiten der schuldnerischen Privatwirtschaften 
begriindet, nie aber mit den Zwang jener volkswirtschaftlichen Zusam- 
menhange, auf die weiter unten verwiesen werden soil. 

Zuerst ist das privatwirtschaftliche Aufbringungsproblem zu beriih- 
ren, dessen Moglichkeit von der Regelung des Transferproblems 
offenbar unabhangig ist. Unter privatwirtschaftlicher Aufbringung ist 
zu verstehen, dass die verpflichteten Wirtschaften ihre Falligkeiten an 
Zinsen und Kapital sowohl beziiglich der ihnen gewahrten lang- als 
auch kurzfristigen Anleihen erfiillen. Es ist jedoch vom volkswirt¬ 
schaftlichen Gesichtspunkt aus nicht ganz gleichgiiltig, ob die 
zur Erfiillung dieser Verpflichtungen crforderlichen Betrage Ertrag 
(Uberschuss, Gewinn) ihrer Wirtschaftstatigkeit bilden, oder aber 
aus der Verwertung ihrer Kapitalsubstanz, oder schliesslich aus 
ihnen durch Inlander neu gewahrte Kredite stammen. Die Grenzen 
der privatwirtschaftlichen Aufbringung bilden die Leistungsfahigkeit 
der einzelnen Betriebe, wobei es jedoch im offentlichen Interesse 
auch zu einer Einschrankung der privatwirtschaftlichen Aufbringung 
kommen kann, wenn die Verpflichtungen von einer grossen Zahl von 
Schuldnern grosser sind, als ihre Leistungsfahigkeit. 

Die Regelung der Transferwirtschaft ist in den verschiedenen 
Staaten, in denen eine Devisenzwangswirtschaft eingefiihrt wurde, 
verschieden. In Ungarn werden die dem Ausland gegeniiber falligen 
Betrage in die Transfer- oder Clearingfonds bei der Nationalbank 
eingezahlt. Die Bestimmung des Transfer- und des Clearingfonds 
ist ganz verschieden. In den Transferfond soil der Dienst von Geld- 
schulden (d.h. Amortisationsdienst von langfristigen Anleihen und 
Zinsendienst nach kurzfristigen Geldschulden) eingezahlt werden, 
wahrend der Clearingfond dazu dient, um in jenen Fallen, in denen 
es eine Vereinbarung fiir die Abwickelung des intervalutarischen 
Verkehrs zwischen dcr Ungarischen Nationalbank und den Notenbanken 
von anderen Staaten gibt, den Zahlungsverkehr aus sich auf Waren- 
lieferungen griindenden Verpflichtungen zu vermitteln. Das Spezifische 
der Transfer- und Clearingfond-Einrichtungen bildet, dass die durch 
Inlander dem Ausland gegeniiber zu leistenden Zahlungen nicht Zug 
um Zug abgewickelt werden. Nach der privatwirtschaftlichen Auf¬ 
bringung im Inland erfolgt die Erfiillung dem Auslande gegeniiber nicht 
sofort. Beim Transferfond ist dasnatiirlicheFolgeder Einrichtung selber, 
da er doch eben dazu dient, die privatwirtschaftliche Aufbringung trotz 
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des Moratoriums gegeniiber dem Ausland aufrecht zu erhalten. Beim 
Clearingfond ist das Anwachsen der Guthaben wiederum Folge des 
Umstandes, dass die Einzahlungen bei den auslandischen Vertrags- 
partnern der ungarischen Notenbank im allgemeinen viel geringer 
sind, als die Einzahlungen bei letzterer. Hiedurch wachsen die Ver- 
pflichtungen gegeniiber dem Ausland trotz der privatwirtschaftlichen 
Aufbringung an, was im Anschwellen des Clearingfonds zum Ausdruck 
gelangt. Der wirtschaftlich-monetare Eifekt von Transfer- und 
Clearingfonds ist der Gleiche, obzwar es fiir die zukunft natiirlich 
einen Unterschied bedeutet, dass der Clearingfond friiher zu 
liquidieren sein wird, als der Transferfond. (Zu bemerken ist, dass 
in letzterer Zeit die Saldi der durch die Ungarische Nationalbank 
gefiihrten Clearingkonten stark zusammengeschrumpft sind, das 
beziigliche Guthaben des Auslands also teilweise liquidiert wurde.) 

Zu beriicksichtigen ist selbstverstandlich auch, dass nicht der 
gesamte Zahlungsverkehr dem Ausland gegeniiber iiber Transfer- und 
Clearingfonds geleitet wird. Ein Teil des Zahlungsverkehrs, besonders 
insoferne er sich auf Zahlungsverpflichtungen aus Warenlieferungen 
griindet, wird durch die Notenbank in althergebrachter Weise, dass 
heisst Zug um Zug abgewickelt. Ein anderer Teil aber wickelt sich in 
illegaler Weise, also durch Umgehung der als Folge der Devisen- 
beschrankungen ein Monopol fiir Devisentransaktionen besitzenden 
Notenbank ab. 

Der wirtschaftliche Effekt dieser beiden letzteren Arten von 
Devisentransaktionen ist ganz verschieden von dem der Einzahlungen 
in die Transfer- und Clearingfonds, da in diesen letzteren Fallen die 
fiir den Ankauf von Devisen verwendeten Betrage an Inlandsvaluta 
sofort wieder in Verkehr gelangen. Kauft man Devisen von Privaten, 
so ist das ganz offenbar, kauft man jedoch Devisen von der National- 
bank, so ist zu beachten, dass die Nationalbank diese Devisen — 
besonders unter den derzeit obwaltenden Verhaltnissen — nicht aus 
ihren standigen Reserven iiberlasst, sondern Devisen nur in dem 
Masse abgibt, in welchem ihr solche zufliessen, woraus folgt, dass 
beilSufig dieselben Betrage, die bei ihr als Gegenwert der durch sie 
iiberlassenen Devisen einfliessen, ihrerseits wiederum zum Ankauf 
dieser Devisenbetrage verausgabt werden, Diese Transaktionen iiben 
also auf den Betrag des Geldumlaufs keine Wirkung aus. Demge- 
geniiber ist die deflationistische Wirkung der Einzahlungen in den 
Transferfond selbstverstandlich und die Einzahlungen in den Clearing¬ 
fond uben eine ahnliche Wirkung aus, solange — und lange Zeit war dies 
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der Fall — der Saldo der durch die Nationalbank gefiihrten Clearing- 
konten anschwillt. (Die Lage ist natiirlich verandert, seitdem die 
Clearingsaldi wieder abnehmen; — doch lange Zeit haben sie standig 
zugenommen.) Falls der Transfer der in die Transfer- und Clcaring- 
fonds eingezahlten Betrage sich tatsachlich abwickeln sollte, wiirde 
diese deflationistische Wirkung meist ausbleiben, da in diesen Fallen als 
Gegenpost Zahlungen aus dem Ausland dem Inland gegeniiber stehen 
wiirden. In alien Fallen namlich, in denen diese Gegenpost nicht aus 
einem durch das Ausland gewahrten Kredit entstehen wiirde, sondern 
Ergebnis von sichtbaren oder unsichtbaren Exporten ware, miissten 
die fiir Transferzwecke eingezahlten Betrage zum Ankauf dieser Waren 
wieder in Umlauf gebracht werden. 

Diese Sachlage kompliziert sich allerdings dadurch, dass dem 
Export Grenzen gezogen sind, die es verhindern konnen, dass er 
sich nach Massgabe der im Inland erzielten Deflation entwickele. 
Einerseits spielt das Problem der Nachfrage-Elastizitat im Ausland 
eine wichtige Rolle. Die sich um diese Frage entspannte Diskussion 
zwischen Keynes^ Ohlin^ Ilaberler^ Machlupy Losch* und 

anderen ist wohl bekannt. Doch blieb in dieser Diskussion ein wich- 
tiger Gesichtspunkt, der der Frachtkosten, unberiicksichtigt. Aller¬ 
dings lasst sich diese Frage mit dem Problem der Nachfrage-Elastizitat 
in Verb indung setzen, doch ist es besser, sie in ihrer konkreten Eigen- 
heit zu untersuchen. Falls namlich die durch die Aufbringung be- 
wirkte Deflation die Inlandspreise senken, die Ubertragung der 
aufgebrachten Kaufkraft an das Ausland die Auslandspreise aber 
heben und hiedurch cinen Warenexport bewirken sollte, so ist die 
Annahme trotzdem nicht gerechtfertigt, dass die Inlandspreise wieder 
ihr friiheres Niveau crreichen werden. Zu bedenkcn ist namlich, dass 
der Absatz cines grosseren Exports meist die Verlangerung des Export- 
radius mit sich bringen wiirde. Da aber der Preis—besonders bei Land- 
wirtschaftsprodukten—der gleiche sein muss, wohin die Ware auch 

• J. M. Keynes: The German Transfer Problem. The Economic Joumaf March 
1929. Bertil Ohlin: Transfer Difficulties^ Real and Imagined. The Economic 
Journal^ June 1929. J. M. Keynes: A Rejoindery ebenda. Jacques Rueff: 
Mr. Keynes' Views on the Transfer Problem. The Economic Journaly September 

1929. Bertil Ohlin: A Rejoindery ebenda. J. M. Keynes: A Replyy ebenda. 
Gottfried Haberler: Transfer und Preisbewegung. Zeitschrift fiir National- 
dkonomicy Band I, 1930. Fritz Machlup: Transfer und Preisbewegungy ebenda. 
Bertil Ohlin: Transfer uftd Preisbewegung {Eine Entgegnung)y ebenda. August 
Ldsch: Eine Auseinandersetzung tiber das Transferproblem. Schmollers Jahrbuchy 

1930. —Ferncr John Maynard Keynes: A Treatise on Moneyy Macmillan, 
London, 1930, I. Band, S. 340. 
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abgesetzt wird, so muss die Verlangerung des Exportradius mit 
Riicksicht auf die Erhohung der Frachtkosten bei der zusatzlich abge- 
setzten Exportmenge notwendigerweise eine Senkung des Inlandspreises 
bewirken.* Da aber diese Preissenkung auch auf die fiir den Inlandkon- 
sum abgesetzte Giitermenge Geltung gewinnt, so kann dies zur Krisen- 
ursache werden, wobei die Krise auch die privatwirtschaftliche 
Aufbringungsfahigkeit der Volkswirtschaft untergraben kann. Es 
bedeutet eine besondere Komplikation, wenn die Transportkosten im 
Falle einer Verlangerung des Exportradius dermassen hoch sind, 
dass sie mit dem Weltmarktpreis beinahe identisch werden, was 
bewirkt, dass das Inland nahezu keinen Devisenerlos fiir seinen Export 
erhalt. So kam es gelegentlich vor, dass ungarischer Weizen zwar bis 
nach Rotterdam verschifft wurde, der dort erzielte Weltmarktpreis 
aber um kaum 30 % hoher war, als die Frachtkosten von der un- 
garischen Grenze bis nach Rotterdam. Es ist offenbar, dass bei einer 
solchen Sachlage der Transfer unmoglich werden kann und hiedurch 
— wie wir sehen werden — auch die volkswirtschaftliche Aufbringung 
undurchfiihrbar wird. 

Jetzt wenden wir uns dem Problem der volkswirtschaftlichen 
Aufbringung zu. Diese Distinktion zwischen privatwirtschaftlicher 
und volkswirtschaftlicher Aufbringung wird meist nicht gemacht und 
unter “Aufbringung” schlechtweg die Ansammlung der entsprechenden 
Geldbetrage verstanden. Diese Begriffsgestaltung ist jedoch viel zu 
eng. Unter volkswirtschaftlicher Aufbringung diirfte nur ein Vorgang 
verstanden werden, bei welchem ein dem aufzubringenden Bet rag 
entsprechender Teil des Sozialproduktes in Giitern der inlandischen 
Verwendung entzogen wird. Es ist jedoch offenbar, dass dies nur in 
dem Falle moglich ist, falls die entsprechende Warenmenge gleich- 
zeitig in das Ausland auch ausgefiihrt, transferiert wird, da ja ansonsten 
der entsprechende Teil des Sozialproduktes in einem grossen Waren- 
lager angesammelt, aufgestapelt werden miisste. Dies wiederum ware 
nur dann moglich, falls die Notenbank die in die Transfer- und 
Clearingfonds bei ihm eingezahlten Betrage fiir den Ankauf eines 
solcher Art zu errichtenden Warenlagers verwenden wiirde, was 
sicherlich ein ganz absurder Gedanke ist, da ja in diesem Falle kein 
Grund zu erkennen ware, die solcher Art angesammelten Waren nicht 
auch gleich ins Ausland zu transportieren. 

Wenn aber solch ein zur Durchfiihrung der volkswirtschaftlichen 

• Vgl. Stefan Varga: Die Preishestimmungsfaktoren des ungarischen Weizens. 
Zeitschrift fUr NationaWhonomie, Band II, 1931, SS. 780 ff. 
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Aufbringung erforderliches Warenlager nicht aufgespeichert wird und 
der Transfer gegeniiber dem Auslande ebenfalls unterbleibt, falls also 
ein Teil des Sozialprodukts dem Inlandskonsum nicht entzogen wird, 
so kann von einer volkswirtschaftlichen Aufbringung nicht die Rede 
sein. Diese wiirde jedoch automatisch einsetzen, wenn die Notenbank 
die bei ihr sich in Transfer- und Clearingfonds arisammelnden Betrage 
zwar nicht zum Ankauf des besagten Warenlagers verwenden, wohl 
aber aus dem Verkehr ziehen wiirde. Dieser Vorgang wiirde namlich 
eine Deflation verursachen,* diese Deflation aber wiederum das 
Preisniveau notwendigerweise in dem Masse herabsetzen, dass nach 
dem durch die Notenbank getatigten Entzug von Kaufkraft die ver- 
bleibende Kaufkraft die unverandert gebliebene Warenmenge des 
Sozialproduktes anzukaufen wieder in der Lage sei. Die hiedurch verur- 
sachten Preissenkungen wiirden aber — abgesehen von Friktionen, die 
hauptsachlich mit den Kosten und Schwierigkeiten der auslandischen 
Verwertung (Frachtspesen und Zolle) zusammenhangen — den Transfer 
wiederum in Gang setzen, also eine Folge zeitigen, die nicht angestrebt 
wird, wofiir eben die Einrichtung der Transfer- und Clearingwirtschaft 
als Beweis dient.f 

Aus all dem folgt, dass es einerseits ein theoretischer Fehler ist, 
die Probleme von Aufbringung und Transfer auseinanderreissen zu 
wollen, und dass es andererseits eine Notwendigkeit bildet, dass den 
in den Transfer- und Clearingfonds sich ansammelnden Betragen 
entsprechende Summen wieder in Verkehr gebracht, ausgeliehen 
werden, womit jedoch selbstverstandlich noch nicht gesagt werden 
soli, dass der Geldumlauf st^dig ganz unveranderlich zu bleiben 
habe, da diese ja als Folge der Konjunkturvermderungen, des 
Ansteigens oder Herabsinkens von Produktion und Preisen auto¬ 
matisch anschwellen oder absinken kann. Dieser Umstand beein- 
trachtigt jedoch nicht die Richtigkeit der vorangegangenen Be- 
hauptung. 

Falls die obige Ableitung richtig ist, miissen ihr bedeutsame 
Konsequenzen beigemessen werden. Diese besagen, dass sofern man 
den Transfer einstellt, die volkswirtschaftliche Aufbringung der 

• Vgl. B. M. Anderson: The Payment of Reparations and the Receipt of 
Reparations, Obersetzung im Wirtschaftsdiensty IX. Jahrgang, 1924, S. 639. 
W. Lautenbach: Reparation und Volksxoirtschaft, Zeitschrift fUr die gesamte 
Staatswissenschafty 79. Jahrgang, S. 257. 

f Die durch einen solchen Vorgang verursachten Preissenkungen kdnnten 
nllmlich die Krise weiter verscharfen und hiedurch die Leistungsfahigkeit der 
ungarischen Volkswirtschaft gefahrden. 
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dem Ausland geschuldeten Betrage ebenfalls unmoglich wird und 
hochstens eine privatwirtschaftliche Aufbringung welter erfolgen 
kann. Im Falle dieser privatwirtschaftlichen Aufbringung, der keine 
volkswirtschaftliche Aufbringung entspricht, hat die Notenbank — 
wie erwahnt — eine dem privatwirtschaftlich aufgebrachten Betrag 
entsprechende Summe der Volkswirtschaft durch Ausweitung 
alterer oder Gewahrung neuer Kredite wieder zur Verfiigung zu 
stellen. 

Dieser Vorgang iibt selbstverst^dlich einen gewichtigen Einfluss 
auf die Gestaltung der iibrigen Posten der Zahlungsbilanz bzw. — da 
Kapitaltransaktionen infolge Vertrauenmangels verhaltnismassig selten 
und geringfiigig sind, sofern sie nicht aus den, allerdings verbotenen, 
jedoch immerhin getatigten Riickkaufen von im Ausland abgesetzten 
Pfandbriefen und anderen Rentenpapieren bestehen — auf die 
Gestaltung der Handelsbilanz aus. Dementsprechend ist denn die 
ungarische Handelsbilanz auch im grossen-ganzen seit l^gercr Zeit 
ausgeglichen, ja sogar mit einem geringfugigen Betrag aktiv. Das 
lange Zeit wahrende, aber bereits aufgehorte Anschwellen der 
Clearingfonds, was eigentlich praktisch mit der — allerdings unfrei- 
willigen — Gewahrung von kurzfristigen Auslandskrediten gleich- 
beteudend ist, besagte nur, dass entsprechende Betrage fiir Passivsaldi 
der anderen Zahlungsbilanzposten — vielleicht eben zum Riickkauf 
von im Ausland befindlichen Rentenpapieren, oder zur Tilgung von 
verschiedenen kurzfristigen Auslands-Krediten — verwendet wurden. 
Der durch die Theorie gelehrte Automatismus der Wirtschaftser- 
scheinungen wirkt also. Es ware jedoch verfehlt, hieraus nunmehr 
ex contrario den Schluss zu ziehen, die Anordnung des Moratoriums 
fiir die Riickzahlung und Verzinsung der kurzfristigen Auslandsschulden 
und den Dienst der langfristigen Anleihen sei iiberflussig gewesen, 
da ja in diesem Fall — eben durch den jetzt dargestellten Automatismus 
der Wirtschaft verursacht — als Folge der durch die volkswirtschaftliche 
Aufbringung hervorgerufenen Kontraktion der Transfermechanismus 
sich automatisch in Gang gesetzt hatte. Diese Folgerung ist namlich 
nur bedingt richtig. Bei einem als Folge der mannigfachsten Ursachen 
stark zusammengeschrumpften Volkseinkommen kann die volks¬ 
wirtschaftliche Aufbringung eines Betrages, der als Folge der 
Preissenkungen und der Schrumpfung der Wirtschaftstatigkeit einen 
verhaltnismassig bedeutenden Prozentsatz des Volkseinkommens 
betragt, praktisch unmoglich werden, da der Lebensstandard der 
Inlandsbevolkerung sich nicht unter ein gewisses Niveau driicken 
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lasst.* Dies ist ganz besonders richtig, wenn nicht bloss an den 
Zinsendienst, sondem auch an den Kapitalbetrag der kurzfristigen 
Auslandsanleihen, die die Anleihegeber gem innerhalb kurzer Zeit 
zuriickgerufen batten, gedacht wird. Noch bedeutsamer und im 
Gegensatz zur eben erwahnten Schwierigkeit nicht halb soziologischer, 
sondern rein wirtschaftlicher Natur ist die Frage der praktischen 
Mdglichkeit des Transfers. Es ist iiberraschend, dass die sehr 
lehrreiche und breite theoretische Diskussion des Transferproblems 
solche wirklichkeitsfremden Pramissen aufgestellt hat, die sozusagen 
nur als erste Annaherung dienen konnen, und diese durch wirk- 
lichkeitsnahere Annahmen meist nicht erganzt hat. Das Prinzip der 
Erhaltung der Kaufkraft im Falle seiner Ubertragung ins Ausland, 
das bekanntlich oft als Ausgangspunkt der Erorterungen iiber die 
Moglichkeit des Transfers gedient hat, und zum Nachweis der Be- 
hauptung herangezogen wurde, der Transfer wiirde wohl den Lebens- 
standard des transferiercnden Landes herabsetzen und den des 
empfangenden Landes erhohen, ohne jedoch das Preisniveau zu 
beeinflussen, mag logisch richtig sein, solange eben keine Friktionen 
vorkommen. Von diesen kann man jedoch nicht absehen. Einige dieser 
sind in der Literatur auch behandelt worden, so die Frage der eventuell 
notwendig werdenden Umstellung der Produktion des transferierenden 
Landes, ferner — besonders ausfiihrlich — die Wirkungen von ver- 
schiedenen Nachfrageelastizitaten in den empfangenden Landem. Die 
grundlegend wichtige Frage nach der Wirkung der Transportkosten 
ist jedoch z.B. schon unberiicksichtigt geblieben. Diese Wirkung — auf 
die weiter oben schon hingewiesen wurde — lasst sich im Folgenden 
darlegen: 

Durch einen Kaufkraftbetrag, der nicht durch Inflation geschaffen 
wurde, sondern aus dem crzielten oder zu gewartigenden Erlos der 
sozialen Produktion abgespalten und dem Ausland zur Verfiigung 
gestellt wird, wird das Ausland in die Lage versetzt, einen Teil der 
Inlandsproduktion zu iibernehmen. Dies ist eben das Prinzip der 
Erhaltung der Kaufkraft, auf die sich, bekanntlich, auch die 

* Thomas Balogh: Some Theoretical Aspects of the Central European Credit 
and Transfer Crisis, International Affairs, Journal of the Royal Institute of 
International Affairs^ May 1932. — Ferner Sir Andrew McFadyean: Repara^ 
tion Reviewed (Ernest Benn Limited, London, 1930), der ausfiihrt (SS. 159- 
160): “Is there not reason to suspect that the abstract theory of the automatic 
adjustment of a country's economy to the needs of its foreign trade situation 
threatens to break down at this point, when we introduce into the problem a 
complication presented by modern social conditions.’* 
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Ricardo’sche Theorie der Gestaltung der Wahningskurse griindet. 
Doch kann sich dies praktisch nur dadurch verwirklichen, dass das 
Inland Waren billiger in das Ausland absetzt, als letzteres diese selbst 
produzieren (bzw. aus anderen Landern beschalfen) konnte. Die 
Ubertragung der Kaufkraft wiirde nun eben im iibertragenden Land 
jene deflatorische, im empfangenden Land aber jene inflatorische 
Tendenz auslosen, die zu den notigen Preisdivergenzen fiihrt. 

Unberiicksichtigt bleibt bei dieser mechanischen AufFassung die 
Frage der Transportkosten. Die an das Ausland einseitig iibertragenen 
Kapitalbetrage konnen im Inland nicht ganz zum Ankauf von Waren 
verwendet werden, sondern ein Teil muss zur Begleichung der 
Frachtspesen verwendet werden. Diese Frachtspesen laufen teilweise 
im transferierenden, teilweise im empfangenden Land (mit welchem 
ein Durchfuhrland gleichgestellt werden darf) auf. Die Wirkung dieser 
Frachtspesen kann nun ganz mannigfaltig sein und es eriibrigt sich, 
eine vollkommene Kasuistik auszuarbeiten. Im allgemeinen wird aber 
die Behauptung zutreffen, dass die Frachtspesen eine Verschiebung 
in der Kaufkraftdisposition bewirken werden, so dass diese zwar 
“erhalten*’ bleibt, aber unmittelbar nicht voll zum Ankauf von Waren 
dienen kann, wie friiher, sondem teilweise den Frachtbeforderungs- 
instituten zugeleitet wird. Jetzt konnten wiederum wohl diese iiber 
die in Rede stehenden Betrage verfiigen und die Volkswirtschaft 
konnte sich dieser Kaufkraftumleitung anpassen: eine Friktion bleibt 
jedoch unbehoben. Die Preise der an das Ausland als Gegenwert der 
einseitigen Wertlibertragungen zu transferierenden Waren diirfte — 
von wahrscheinlich seltenen Ausnahmefallen abgesehen — fallen, um 
im Preis trotz der diese Waren belastenden Transportspesen zu 
konvenieren. Der Preisfall dieser Waren konnte sich auf Grund des 
Prinzips der Kaufkrafterhaltung noch kompensieren, da ja die Trans- 
portunternehmungen iiber neue Kaufkraft verfiigen. Zu bedenken ist 
jedoch, dass nicht nur die Preise der individuell nach dem Ausland 
ausgefuhrten Waren fallen wird, sondern notwendigerweise die Preise 
dieser Warengattungen, also auch die der auch weiterhin im Inland 
abzusetzenden Mengen. Der dadurch entstehende Kaufkraftschwund 
findet aber keine Kompensation. Im Gegenteil. Die hiedurch einset- 
zenden Preisverluste kreisen weiter und fiihren zur oder verscharfen 
die Krise, so dass die Aufbringungs- (Leistungs-) fahigkeit der Volks¬ 
wirtschaft untergraben wird. 

Die Gefahr solcher Weiterungen kann die Einstellung des Transfers 
als begriindet darstellen. Noch mehr wird dies der Fall bei besonderen 
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Verhaltnissen der auslSndischen Absatzbedingungen sein. Die Tarife 
fiir den Transport zu Land sind dem Riickgang der Warenpreise auf 
dem Weltmarkt nicht gefolgt. Die Absperrungsmassnahmen von 
verschiedenen Landern (besonders z.B. der Nachbarstaaten von 
Ungarn) bewirken aber, dass auf einem geograpjiisch ausgedehnteren 
Gebiet als friiher nach Absatzmarkten gesucht werden muss, sollten 
nur die friiheren Mengen, von noch grosseren gar nicht zu reden, 
exportiert werden. Auch dies kann zu einer praktischen Unmoglichkeit 
fiihren. Beim ungarischen Export kam es — allerdings mit Hilfe und 
als Wirkung von Regierungssubventionen — vor, dass der Erlos kaum 
hbher war, als die auslSndischen Unternehmungen zu zahlenden 
Frachtspesen. Eine Ausdehnung des Exportes kann bei einer solchen 
geographischen Gliederung der auslandischen Nachfrageelastizit^t also 
praktisch unmoglich werden. Der Import lasst sich ebenfalls nicht iiber 
ein gewisses Mass hinaus beschranken. Gewissen Rohstoffen, aber auch 
manchen anderen Waren kann ein Land mit einer gegebenen Kultur- 
und Wirtschaftsstufe nicht ganz entsagen. So kann — trotz der 
dieser Sachlage entgegenstehenden theoretischen Auffassung — das 
Entstehen eines einseitige Wertiibertragungen ermoglichenden Export- 
uberschusses unter gewissen Verhaltnissen als unmoglich erscheinen. 

Da aber, wie eingangs dargelegt, in diesen Fallen, in denen also 
der Transfer zu sistieren ist, hochstens an die Aufrechterhaltung der 
privatwirtschaftlichen Aufbringung gedacht werden kann, die volks- 
wirtschaftliche Aufbringung aber unmoglich wird und — eben im Fall 
der Weiterfiihrung der privatwirtschaftlichen Aufbringung — deshalb 
durch die Notenbank neue Kredite zu gewahren sind, stellt sich die 
Frage, fiir welche Zwecke diese Kredite zu widmen sind, damit sie 
der Volkswirtschaft moglichst grossen Nutzen bringen. Zu bemerken 
ist nur, dass es offenbar volkswirtschaftlich gesehen gleichgiiltig ist, 
ob die den privatwirtschaftlich aufgebrachten Betragen entsprechenden 
neuen Kredite aus den zur Ansammlung jener Betrage bestimmten 
Transfer- und Clearingfonds gewahrt werden, oder aber ob diese 
Fonds unberiihrt gelassen werden und das eigentliche Wechselporte- 
feuille erhoht wird. 

Nimmt der Staat Betrage in Anspruch, die den durch ihn in den 
Transferfond eingezahlten Betragen entsprechen, so wird dies volks¬ 
wirtschaftlich gesehen damit gleichbedeutend sein, als wiirde er diese 
Betrage iiberhaupt nicht einzahlen. Natiirlich macht es keinen Unter- 
schied, ob der Staat die Anleihe direkt aufnimmt, oder aber mit 
Riicksicht auf rechtliche Vorschriften betreffs der Geschaftsgebahrung 
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der Notenbank oder mit Riicksicht auf mit dem wirtschaftlichen 
Herkommen zusammenhangende psychologische Erwagungen indirekt, 
z.B. durch Rediskontierung von zuerst durch verschiedene Unter- 
nehmungen girierten Schatzscheinen (was in Ungarn erfolgt) in 
Anspruch nimmt. Die Lage ^dert sich jedoch, falls der Staat 
beschliessen sollte von der Notenbank jene Kredite in Anspruch zu 
nehmen, die notwendig sind, um der Deflation, die durch das 
Ansammeln von Transfer- und Clearingfonds entstehen konnte, ein 
Gegengewicht zu bieten. Falls er diese Betrage nicht zur Deckung 
eines etwa drohenden Budgetdefizits benotigt, so kann er sie dazu 
verwenden, um die Rahmen seines Budgets auszuweiten und neue, 
urspriinglich nicht geplante offentliche Arbeiten zu finanzieren, um 
hiedurch die grosse Arbeitslosigkeit zu mindern, ja noch weitergehend 
hiedurch auch den Versuch einer Ankurbelung der Wirtschaftstatigkcit 
zu untemehmen, was ja auch im Interesse der Auslandsglaubiger steht, 
da die Leistungsfahigkeit der Volkswirtschaft auch beziiglich des 
Transfers wachst, falls ihre Produktionskapazitat besser ausgeniitzt ist. 
Diese Moglichkeit ist jedoch mit der anderen zu vergleichen, bei 
welcher der Staat die in Rede stehenden, keineswegs inflatorischen, 
sondern nur der sonst drohenden Deflation entgegenwirkenden Kredite 
in Anspruch nimmt, diese jedoch nicht zur Finanzierung von neuen, 
innerhalb des urspriinglichen Budgetrahmens nicht vorgesehenen 
offentlichen Arbeiten, sondern dazu verwendet, sein Steuererfordemis 
herabzusetzen, um auf diesem Wege — der Senkung der Steuerlasten — 
den Versuch einer Ankurbelung der Wirtschaftstatigkcit zu machen. 

Geldtechnisch macht es natiirlich keinen Unterschied, ob die 
Notenbank die in Rede stehenden Kredite an den Staat, bzw. andere 
offentliche Korperschaften, oder aber an Privatunternehmungen 
gew^rt. Im letzteren Falle ist es jedoch nicht gleichgiiltig, ob diese 
Kredite von jenen Unternehmungen zur Ausweitung ihres friiheren 
Kreditrahmens in Anspruch genommen werden, die eben zur Auf- 
bringung der sich in den Transfer- und Clearingfonds ansammelnden 
Betrage verhalten waren. In diesem Falle namlich ware nicht bloss 
die volkswirtschaftliche, sondern auch die privatwirtschaftliche Auf- 
bringung aufgehoben, bzw. zu einer Scheinaufbringung verschoben, 
was zu sicher nicht wiinschenswerten Weiterungen fiihren konnte. 
Dieser steht die andere Moglichkeit gegeniiber, dass die Schuldner 
wohl zur privatwirtschaftlichen Aufbringung verhalten werden, die 
zur Abwehr der als nicht wiinschenswert bezeichneten Deflation 
erforderlichen neuen Kredite jedoch an Unternehmungen gew^hrt 
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werden, die in der Lage sind ihren Wirtschaftsrahmen im Falle der 
Ermassigung der Zinssatze, — die ja notwendige Vorbedingung jeder 
Kreditausweitung ist, unabhangig davon, wodurch diese Kreditaus- 
weitung entsteht, — entsprechend auszuweitcn. Diesen Moglichkeiten 
stehen aber Schranken gegeniiber, die z.B. in Ungarn in letzterer 
Zeit sich bereits sehr empfindlich fiihlbar gemacht haben. Der Kreis 
von jenen Unternehmungen, der beziiglich der Gewahrung von neuen 
Krediten in Frage kommen kann, hat sich teilweise als Folge der Krise 
stark verengt. Daher bildct es im Grundc genommen nicht bloss ein 
Erfordernis des Staatshaushaltes — mit Riicksicht auf sein Defizit —, 
sondern geradezu eine Notwendigkeit des Geldmarktmechanismus, 
dass der Staat einen betrachtlichen Teil der in den Transfer- und 
Clearingfonds sich ansammelnden Betrage in Form von Anleihen 
in Anspruch nimmt. Dies fiihrt noch nicht zur Inflation, sondern 
bedeutet bloss eine Abvvehr ciner sonst entstehenden Deflation. 

Wie wir sehen, fiihrt das Transfermoratorium und die Clearing- 
wirtschaft, besonders aber das Ansammeln von bedeutenden Betragen 
in Transfer- und Clearingfonds zu Problemen, deren richtige Losung 
die Gestaltung des Wirtschaftslebens und damit im Zusammenhang 
auch die kiinftige Leistungsfahigkeit der Volkswirtschaft weitestgehend 
beeinflusst. 
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LA TEORIA DELLA MONETA SECONDO 
W. LAUNHARDT 

GUSTAVO DEL VECCHIO, R, Universita di Bologna 

Nella collezione di libri sopra la questione del bimetallismo, gia di 
propriety dell’insigne economista italiano Enrico Cernuschi ed ora 
della Universiti L. Bocconi di Milano, trovasi uno scritto che ho 
ragione di credere generalmente ignoto e che al contrario sembrami per 
diverse ragioni meriti di essere sottratto a tale assoluto ed ingiusto oblio. 

II libro s’intitola Das Wesen des Geldes und die Wdhrungsfrage von 
W. Launhardt Geh. Regierungsrath und Professor an der Tecnischen 
Hochschule zu Hannover — Leipzig, Verlag von Wilhelm Engelmann 
1885. 

Ritengo ignoto il libretto, che contiene una teoria matematica 
della moneta, perch^ la stessa copia da me trovata era ancora intonsa, 
mi consta che sia rammentata nelle molte opere sopra la teoria 
matematica dell’economia politics e sopra la teoria della moneta, che 
ho avuto occasione di consultare nel corso dei miei studi. Lo stesso 
Weinberger nella sua diligente Mathematische Volkswirtschaftslehre, 
dove pure del L. e forse per la prima volta trattato in modo abbastanza 
ampio, non fa cenno di questo scritto. Ne I’altra copia, che dal catalogo 
stampato appare trovarsi nella biblioteca della London School of Economics 
pare abbia servito in alcun modo a farla conoscere. 

Invero la stessa posizione del Launhandt nella storia della scienza 
h del tutto particolare. Per ragione di sede e del genere di scuola, 
nella quale insegnava, conobbe ed apprezzo forse per il primo 
in Germania I’economia matematica non solo del Jevons ma anche 
del Walras. Oltre lo scritto sulla moneta, del quale diremo in seguito 
particolarmente, egli lascio una Mathematische Begriindung der Volks- 
mrthschaftslehre (Lipsia 1885) e degli scritti sopra I’economia ferroviaria 
tra i quali specialmente notevole la Teoria della formazione delle tariffe 
ferroviarie (1890) tradotta in italiano da A. Cabiati nella IV serie della 
classics Biblioteca dell’Economista. Non e facile dare un giudizio equo 
sui loro meriti. Il primo, di carattere generale, se contiene un ampio 
riconoscimento delle sue fonti nella prefazione, e del tutto privo di 
citazioni nel testo e pertanto richiederebbe una speciale indagine per 
appurare se contenga in confronto di esse qualche noviti sostanziale. 
Gli scritti sopra I’Economia ferroviaria sembrano contenere piii originali 
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contributi ed h strano che non abbiano avuto maggiore fortuna: non 
e peraltro da escludere abbiano servito in qualche modo di spunto al 
Barone per il suo corso sopra VEconomia dei Trasporti^ tuttora limitato 
alia tiratura litografica ma noto per il primo capitolo pubblicato nel 
Giornale degli economisti del 1921. 

Il Launhardt, se anche per questi scritti figura nelle bibliografie, 
si puo dunque considerare un autore del tutto trascurato, tanto che 
non appare sino ad ora neppure nei grandi dizionari di Economia. 

La trascuratezza delle opere maggiori contribuisce appunto a 
spiegare Tignoranza di quella sopra alia moneta. Ma a tale ignoranza 
ha d’altra parte certamente contribuito anche il suo titolo, che fa 
supporre trattarsi di uno di quegli innumerevoli scritti, privi di 
duratura importanza, comparsi durante la controversia sul bimetallismo 
nell’ultimo quarto del secolo passato. 

Per il lettore che non V ha sott’occhio crediamo utile di riprodurne 
rindice cosl come in seguito faremo per alcuni passi piii notevoli: 
Vorwort. i. Einleitung. 2. Der Werth. 3. Der Nutzlichkeitsgrad, 4. Der 
Tausch. 5. Das Geld. 6. Das Kapital. 7. Die Preisbildung. 8. Die Menge 
des umlaufenden Geldes. 9. Die Wdhrung. 10. Die Wdhrungsfrage in 
Deutschland. Sopra 80 pagine solo 10 corrispondenti alPultimo paragrafo 
sostengono la tesi concreta della convenienza per la Germania di 
attenersi al monometallismo aureo e non al bimetallismo, e quasi tutto 
il volume e dunque una trattazione astratta e generale dei problem! 
economic! della moneta. 

La lettura del libretto k alquanto sconcertante. Terminologia spesso 
arbitraria, mancanza di precisione nelle definizioni, poca logica nelle 
dimostrazioni, i punti fondamentali espressi in forma del tutto som- 
maria, mancanza apparente di legametrale varie trattazioni; tutti i difetti 
che si possono riscontrare nella redazione di un’opera di teoria economica 
si riscontrano in questa e debbono avere allontanato i pochi lettori 
che essa puo avere avuto al suo apparire. Non sarebbe dunque il caso 
di richiamare ora Tattenzione sopra di essa, se d’altra parte non avesse 
fondate ragioni per aspirare alia qualifica di essere la prima trattazione 
della moneta dal punto di vista della Economia pura. Indipendentemente 
dai suoi precedent!, dei quali diremo tra poco, e dal fatto che non abbia 
avuto seguito quando uscl un mezzo secolo fa, nh possa averne ora 
dopo che la materia fe stata ripresa in esame da altri scrittori e con 
maggiore efficacia e fortuna, merita pertanto come gli altri scritti 
dello stesso autore ed anzi piix di essi di essere rammentato nella storia 
della Scienza economica. 
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Premettiamo alia riproduzione delle sue tesi fondamentali alcune 
osservazioni che serviranno a chiarime la reale portata. 

(i®) Nello scritto di carattere generale Math. Begrundungy la cui 
prefazione porta la data del i® marzo 1885, il paragrafo 13 dedicate 
alia moneta, non fa che esporre la teoria quantitativa. Das Wesen des 
Geldes h di poco posteriore, portando la data delPottobre dello stesso 
anno, ed h orientata in mode del tutto opposto, come vedremo. 

(2®). II L. cita Jevons e il Walras anche in quest’opera, ma non gli 
scritti monetari classici deH’uno e deU’altro. Che li abbia conosciuti 
appare certo peraltro dalla lettura del suo stesso scritto. 

(3®) A parte il Jevons il cui classico libro sopra la Moneta ed il 
Meccanismo dello Scamhio si potrebbe definire una trattazione tecnica 
piuttosto che economica dell’argomento, e noto come dal 1880 e proprio 
in occasione della questione del bimetallismo il Walras era venuto 
pubblicando una serie di indagini matematiche in materia, che nel 
1886 diede luogo ad un suo prime scritto di carattere generale. Piii 
tardi seguirono da parte sua altre ricerche ed altre sistemazioni logiche 
sino a che venne alia definitiva redazione costituente le lezioni 29 e 
seguenti della IV edizione degli Elements d^£conomie Politique Pure* 
E’ possibile ammettere che il L. non conoscesse di questa serie di 
opere quelle anteriori alia sua e concepite sopra le stesse direttive 
formal! e sostanziali da lui seguite ? 

(4®) Per tutti quest! motivi non ci sentiamo di dare sull’opera un 
giudizio di merito, anche perche I’esatta determinazione del punto 
cui era giunta la teoria Walrassiana della moneta, quando apparve lo 
scritto del Launhardt, e resa oltremodo disagevole dal fatto che manca 
un’edizione complessiva degli scritti del grande economists francese 
tuttora dispersi in collezioni quasi impossibili da consultare. 

Nella breve introduzione troviamo cosi indicata la ragione delle 
indagini teoriche dell’ a.f 

Zur Beurtheilung der Wahrungsfrage schien mir vor Allem cine Widerlegung 
der weiterverbreiteten Anschauung erforderlich, dass das Geld nichts anderes 
als eine Waare sei und scin Preis wie der aller ubrigen Waaren von seiner 
Menge abh^nge. Dem gegenuber musste die Thatsache erwisen und hervorge- 
hoben werden, dass bei freier offener Wahrung die Geldeinheit zu einem 
unveranderlichen Maassstab fvir alle Preise wird, wie beispielsweise das Meter 
fiir die Raumgrossen. 

• Cfr. i nostri Principi della teoria economica della moneta nel Gio; degli 
econ, 1909 (ora in Ricerche sopra la teoria pura della moneta in Annali di Economia, 
1932) e. A. W. Marget, Ldon Walras and the Cash-Balance Approach to the 
Problem of the Value of Money myoum. of Pol, Ec,, ottobre 1931. 
t pagine v-vi. 
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Die Herleitung der Gesetzmassigkeit, nach welcher sich die Giiterpreise, 
die Hohe des Lohnes, des Zinses, der Bodenrente und des Untemehmergc- 
winnes ganz unabhangig von der Menge des vorhandenen Geldes bilden, 
erforderte eine Kurze Wiederholung der in meinem Buche “Mathematische 
Begriindung der Volkswirtschaftslehre” ausfuhrlicher entwickelten Begriffs- 
feststellungen des Niitzlichkeitsgrades und der Preiswiirdigkeit sowie des 
Satzes vom Gleichgewichte des Haushalts. 

Erst nach Feststellung dieser Thatsachen konnte die Wahrungsfrage in 
vorurtheilsfrcie Betrachtung gezogen und der Nachweis gefuhrt werden 
welchen ernsten Gefahren Deutschland durch Einfiihrung der DoppelwUhrung 
ausgesetzt werden wiirde. 

Facciamo seguire, come abbiamo detto, i passi piu notevoli della 
trattazione. 

Das Gut, welches . . . nicht fiir den eigenen Bedarf erworben, sondern auf 
Lager genommen wird, in der Absicht, gegen andere gewiinschte Giiter wieder 
ausgetauscht zu werden, bildet das Tauschmittel.* 

Man sagt gewohnlich, das Tauschmittel bilde den Werthmaassstab fiir 
alle anderen Giiter. Das ist aber unrichtig, denn der Werthmaassstab bleibt 
stets die Arbeit, welche man zur Erwerbung einer neuen Einheit eines Gutes 
fiir angemessen erachtet, also der Niitzlichkeitsgrad desselben. Das Tauschmittel 
bildet nicht den Werthmaassstab fur die Giiter^ sondern liefert die Preiseinheit fiir 
dieselben. Nach dent^ auf Grund der Wertschdtzung und der vorhandenen Menge 
der Giiter^ einschliesslich des als Tauschmittel dienenden Gutes, bestimmten 
Niitzlichkeitsgrade ergiebt sich das Preisverhdltniss der Giiter, wonach der absolute 
Preis der Giiter feststeht, sobald tnan den Preis irgend eines Gutes als Einheit 
annimmt,\ 

Die Begriffe ''Tauschmittel** und "Geld** halt man fast allgemein fiir 
gleichbedeutend, was als eine der Quellen der so verbreiteten irrthiimlichen 
Auffassung der Bedeutung des Geldes erscheint. Zwieschen “Tauschmittel’* 
und “Geld” besteht in der That ein sehr wesentlich in Betracht kommender 
Unterschied.t 

Das Tauschmittel behalt alle Eigenschaften der Waare; es kann je nach 
Bedarf jeder Zeit als Waare oder als Tauschmittel verwendet werden. . . . 
Mit der Verwendung der Edelmetalle oder selbst des Kupfers als Tauschmittel 
anderte sich diese Sachlage aber bald, seit man fiir den Zweck des Tausches 
die Metalle in Ringe goss, und in noch entschiedenerem Maasse, als man 
es in Miinzen auspragte. Die Miinzen wurden der Verwendung als Waare 
entzogen, fiir welche nur der nicht gemiinzte Rest des Metallvorraths iibrig blieb. 
Es trat eine Trennung des Gesammtvorraths des Metalls in Waare und Tauschmittel 
ein und dadurch wurde das Tauschmittel zu Geld, 

Das zu Geld ausgepragte Metall bot dadurch den Pragestempel eine 
Gewahr fiir ein bestimmtes Gewicht und fiir einen bestimmten Feingehalt, 
war also, weil die Priifung des Gewichts und Feingehalts in Wegfall kann, 
weit bequemer im wirtschaftlichen Verkehr als das ungemiinzte Metall und 
musste deshalb auch etwas hoher als dieses geschatzt werden. Da aber die 
Pragekosten im Vergleich zum Werthe des Edelmetalls sehr geringfiigig sind, 
so musste die hohere Werthschatzung des gemiinzten Metalles zu gesteigerter 
Auspragung und Vermehrung des Geldes fiihren. Dies fand aber seine 
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Begrenzung, da mit der Verminderung des zur Verwendung als Waare 
verbleibenden Restes des Metalls der Waarenpreis desselben sich erhohen 
und daher bald den erh6hten Preis des gemiinzten Metalls erreichen musste, 
so dass cine weitere Pr^gung sich nicht mehr als lohnend envies.* 

Nachdem nun geschildert ist, in welcher Weise die Gesammtmenge des 
Goldes sich in Geld und Waare scheidet, wobei fiir die beide gleiche Preis in 
Vergleich zu dem friiheren Zustande eine kleine Erhdhung erfahren hat, 
bleibt zu untersuchen, was bei spater eintretendcr Veranderung der Gesammt¬ 
menge des Goldes vor sich geht.f 

Wird die durch Verschleiss und Verluste entstehende Verminderung der in 
Waarenform verbliebenen Goldmenge durch Neugewinnung von Gold nicht 
gedeckt oder vermindert sich die auf den Kopf der Bcvolkerung entfallende 
Menge des Waarengoldes durch eine Vermchrung der am Besitze der Gold- 
waare Theil nehmenden Bevolkerung, so muss der Waarenpreis der Goldes 
sich erhdhen. Dies muss sofort Veranlassung werden, Goldmiinzen ein- 
zuschmelzen, um sie fur den hoher gewordenen Waarenpreis des Goldes zu 
verkaufen, bis auf solche Weise die Menge des Waarengoldes bis auf dasfriihere 
Maass erhdht und dadurch der fruherc Preise des Waarengoldes wiedcr 
hergestellt ist. . . . Der Erfolg ist also, dass die auf den Kopf entfallende Menge 
des Waarengoldes wieder das friihere Maass erreicht, dass der Preis des Geldes 
und des Waarengoldes wieder der gleiche und friihere wird, dass aber die 
Menge des Goldgeldes eine Verminderung erfahrt. 

Uebersteigt nun umgekehrt die Menge des neu gevvonnenen Goldes den 
Verschleiss und Verlust des Goldes in solchen Maasse, dass die auf den Kopf 
entfallende Menge des Waarengoldes sich erhoht, so muss der Waarenpreis 
des Goldes sinken. Es wird nun vortheilhaft, das billigcrc Waarengold in 
Goldmiinzen auszuprSgen und es wird dies in solchem Maasse geschehen, 
bis dadurch die Menge des Waarengoldes sich so verringert hat, dass es wieder 
auf den alten Preis gleich der Hohe des Goldpreises gestiegen ist. . . . 

Bei der in Betrachtung gezogenen Vermehrung des Geldes wird also die 
auf den Kopf kommende Menge des Waarengoldes unveriindert bleiben, auch 
den Preis des Goldgeldes und des Waarengoldes wird ubereinstimmend und 
unverandert sich erhalten, aber die Menge des Goldgeldes wird sich vermehren. 
Also hei jeder Veranderung der Gesammtmenge des Goldes bleibt der Preis des 
Geldes unverandert^ aber die Menge des Geldes cindert sich.i 

Bei alien diesen Anderungen bleibt^ so lange die Wdhrung nicht gedndert ivirdy 
der Preis des Goldes stets unverandert^ da er stets dem Waarenpreise des 
Wahrungsmetalls gleich bleiben muss und da diescr nicht sinken kann, ohne 
sofort durch Neuauspragungen wieder auf den alten Stand gebracht zu werden, 
und sich nicht erhohen kann, ohne sogleich durch Einschmelzungen von 
Gold auf den alten Stand zuruckgefiihrt zu werden. 

Die auf der stetigen Ausgleichung der in Geld und in Waarenform vor- 
handenen Mengen des Wahrungsmetalls beruhende Unvcranderlichkeit des 
Goldpreises, wodurch das Gramm Gold zu einem ebenso unveriinderlichen 
Maassstabe fiir die Guterpreise wie das Meter fiir Raummaasse und Gewichtc 
geworden ist, iSsst sich mit dem Stande der Fliissigkeit in der beiden Schenkeln 
einer kommunizirenden, das heisst einer hufeisenfdrmig gebogenen, mit den 
Schenkeln nach oben gerichteten Rohre vcrgleichen, durch welche in jeder 
Lage unverandert der Horizont angegeben wird, 

Es bleibt nun zu untersuchen, wie sich unter dem Einflusse der Verande- 
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ningen der Menge des Glides, oder genauer des Wdhrungsgeldes, die gesammten 
wirtschaftlichen VerhSltnisse gestalten, zu welchem Zwecke zunSchst Er6rte- 
rungen iiber Kapital und Zinzfuss und iiber die Gesetze der Preisbildung 
verzunehmen sind.* 

Basta la lettura di questi brani, testualmente riportati, i quali si trovano 
tutti concentrati in sole lo pagine dello scritto del Launhardt per 
mostrarne insieme con la innegabile ingegnositi Tunicomafondamentale 
errore. Da un’oscura coscienza che egli ha della falsita della teoria 
quantitativa della moneta, come del resto altri scrittori, h stato tratto 
a concludere che il valore della moneta sia indipendente dalla sua 
quantitJi. Ora la prima proposizione h esatta non soltanto nel senso che 
oltre le variazioni nella quantity di moneta molte altre circostanze ne 
modificano il valore, ma anche nel senso che la stessa quantity di moneta 
piuttosto che causa di tali variazioni deve considerarsi il fatto, attraverso 
il quale si fanno sentire quelle che ne sono le cause da mettere in 
evidenza. Ma da cio ad asserire che la quantita di moneta puo variare 
senza che ceteris paribus ne cambi il valore, significa afFermare due 
proposizioni del tutto diverse da queste e tanto false quanto esse sono 
vere: e cioe che tra le varie cause che fanno variare il valore della 
moneta non ci sarebbe la sua quantita e che non opererebbero sul 
valore della moneta le cause di variazione della sua quantity. 

Occorre altresi osservare come nel sistema deirequilibrio economico 
basta porre una condizione falsa perchfe tutto il sistema ne risulti 
interamente falsato, al contrario di quanto accade nei sistemi empirici 
di economia, nei quali premesse arbitrarie e fallaci possono essere 
corrette da quella stessa mancanza di rigore logico, che ne costituisce la 
caratteristica ed il difetto fondamentale, e per la quale mancanza, 
proposizioni vere possono essere tratte ad errate conseguenze cosl come 
premesse errate possono non escludere conclusioni giuste. 

Ci6 rende ancora piu deplorevole d’altra parte la trascuratezza, nella 
quale questo scritto h rimasto al momento del suo apparire. Per la forma 
rigorosa dell’esposizione sarebbe stato abbastanza facile fino da allora 
correggeme Terrore fondamentale e forse sarebbe stato cosl di mol to 
anticipata la formulazione della teoria generale delPequilibrio e della 
dinamica monetaria, che il Walras ed i suoi seguaci dovevano iniziare 
molti anni dopo. La elaborazione poi che la costruzione fondamentale 
del Launhardt trova nei capitoli seguenti del suo scritto, che non 
e priva di asserzioni alle quali difficilmente il critico pub oggi sotto- 
scrivere, dimostra in genere ability nello scegliere i pifi sicuri risultati 
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della dottrina monetaria tradizionale e sicurezza nella loro costruzione 
in una teoria comprensiva dei piii lontani rapporti della circolazione 
e del sistema economico in genere. Tutto cio merita Tattenzione dello 
storico anche se non contiene ormai elementi nuovi per noi che abbiamo 
conseguito i successivi progress! nella teoria economica della moneta. 

D’altra parte le teorie monetarie delle Scuola matematica stentano 
tanto a farsi strada anche fra gli economist! di professione, che ancora 
possono considerarsi poco note nel ceto di coloro presso i quali 
avrebbero dovuto incontrare un piii vivo interesse e determinare 
un pill energico riflesso di studi e di discussioni. La lettura di 
questo trattatello, vecchio ormai di mezzo secolo e tanto piu da 
raccomandare in quanto costituiri non soltanto uno svago erudito 
ed un giusto omaggio ad un ardito tentativo teorico, ma anche 
rincitamento e Toccasione per una considerazione della moneta e 
dei suoi problemi piu adeguata di quella tuttora generalmente 
professata anche da egregi studiosi. 


671 




PUBLIC PRICE POLICY 


F. ZEUTHEN, University of Copenhagen 


I. THE INCLUSION OF INTEREST IN COSTS AND THE PRINCIPLE OF SCARCITY 

Within the administration of public utilities, railways, electricity 
works, and similar undertakings, there are still staunch adherents 
of the principle of treating interest as a constant cost. Generally, this 
principle means that the rates are fixed and the working of the enter¬ 
prise arranged in such a way that over and above the variable costs a 
definite annual amount is obtained as interest on the invested capital. 
The amount of interest desired is determined by the capital originally 
invested, reduced by normal depreciation and possibly modified by 
occasional revaluations of a more or less casual nature. 

This principle is asserted to be the most consistent with sound 
economy and private enterprise. There is a free choice of consumption, 
and everyone pays for just the cost incurred by him. The claim for the 
inclusion of interest in costs forms a bulwark against political demorali¬ 
zation: on the one hand an undue preference of certain classes of con¬ 
sumers at the expense of the taxpayers as a whole, and on the other hand 
against an arbitrary indirect taxation and the resultant artificial limita¬ 
tion of the supply. 

If we were living in a community with constant prices, an unchanging 
technique, and an evenly increasing demand for public services, and 
if the growth of these was accompanied by a proportional increase 
of all items of cost, which made it possible to extend the capacity of the 
works evenly and gradually, then the simple inclusion of interest in 
costs would certainly workverysatisfactorily. Still, there would be certain 
limited exceptions: opportunities of indirect taxation or “artificial” 
furtherance or curtailment of certain types of consumption (education, 
alcoholic liquors), justified either by their effects on others than the 
consumer himself or by the latter’s lack of ability to look to his own 
advantage in the long run. Apart from these instances the inclusion of 
interest in costs would, under the conditions indicated, result in a state 
of constant equilibrium, which could not fail to work in a very satis¬ 
factory way. 

It is unnecessary to point out that actual conditions are as a rule 
quite different. It is just the existence of great indivisible works, 
extended discontinuously from time to time, generally with decreasing 
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costs per unit, which have been the cause of public enterprise. In the 
example usually given, that of the bridge, the problem is quite clear. 
Is it right that the State, whose general aim is that of benefiting its 
own citizens, in order to obtain an annual income of say 100,000 Kr. 
by a toll on every person passing the bridge, should cut off a great deal 
of traffic, the value of which may certainly be estimated at several 
times the 100,000 Kr. ? In the case of a railway, the capacity of which 
is only partly utilized, we may, so far as constant costs are concerned, 
apply similar arguments. The most acute practical problem as regards 
public utilities is at present whether State railways are able to pay an 
interest on the capital invested in them, the cause of the deficit being 
either the competition of motor traffic, general economic depression, 
or that the railways in question have never had any chance of being 
remunerative. 

It seems inconsistent on the basis of building costs or of a political 
decision concerning the net revenue to be obtained from the operation 
of the service, first to demand a fixed amount over and above the variable 
costs, and secondly to attempt to fix rates giving precisely this amount. 
By the first decision no regard has been paid to the interplay between 
rates and sales and the resultant effects on costs as well as on consumers. 
It is like dividing the solution of a number of equations containing 
mutually dependent quantities between two groups of persons, which 
means that the first group, those who have to fix the total amount to 
be levied, will very largely have to resort to guesswork. A mechanical 
calculation of this amount on the basis of building costs has no rational 
meaning when in the meantime there have been great fluctuations in 
costs of living, the different wholesale price indices, the prices of 
substitutes for the public service in question, variable costs, etc., and 
when, moreover, a totally new technique may have arisen, involving 
not only a new level of costs, but also a series of advantages and draw¬ 
backs to the consumers, and thereby changing the quality of the service. 
A recalculated building value, either written up or down, can thus be 
nothing but capitalization of an estimated amount which the State 
desires to levy, i.e. the building costs are only the apparent starting- 
point. 

The comparison with private enterprise is only a bad argument 
for the claim of a regular payment of interest on the capital invested. 
No interest is paid on this capital in private enterprise as on debt; 
but investment is made on condition that a future stream of income 
may be expected, the capital value of which, based on the existing 
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rate of interest, exceeds the investment costs. Whether the stream is 
regularly or irregularly distributed is of no importance. If it is a land 
speculation, the expected income is, for instance, a lump sum after ten 
or twenty years and nothing during the intervening years. Is it a new 
factory, we may have first a quickly rising and later on a slowly declining 
stream. Apart from the fact that the distribution in time is not even, 
private enterprises have no definite and fixed claim of profit, but they 
must base their calculations on an expected value, which is the sum of 
a series of probabilities of profit multiplied by the corresponding rates 
of profit. The consequence is that the price policy in the years after the 
investment is determined by all other factors but the building costs, 
amongst others by the size and quality of the plant. Building costs, it 
is true, and the resultant load of debt, or expectations on the part of 
shareholders, may in certain cases give a psychological impulse to a 
price policy which would in any case have been possible, apart from the 
psychological conditions; and the result may be a monopolistic limita¬ 
tion of sales and, consequently, an amount of unused capacity. As a 
rule, however, the value of shares is determined by the profit, and not 
vice versa. 

A so-called practical argument is sometimes put forward in favour 
of the inclusion of interest in the payment for every year’s service. 
It is recognized that a claim for interest based on the building costs of 
the past will result in an amount comparatively unrelated to the changing 
conditions of the market. It is asserted, however, that the essential 
thing is having something definite—a bulwark against democratic ten¬ 
dencies towards exploiting more complicated theories and facts not 
easily measured with a view to favouring energetic demands on the part 
of groups of consumers, or tendencies to prefer the interests of the 
moment to those of the future. These considerations no doubt contain 
a good deal of truth. But they do not justify the official arguments in 
favour of the traditional and somewhat naive method of the inclusion 
of interest in costs. The economic student can at most recognize the 
principle as a kind of camouflage applicable in certain cases towards 
politicians and the public, but must at the same time admit that its 
rigidity can entail unfortunate effects. The question is whether the 
advocates of the principle do not substitute bureaucratic demoraliza¬ 
tion for the democratic one, which they want to avoid. Which of these 
methods produces the best results in real life will largely depend on the 
quality of the government and administration. Other more elastic 
methods require more intelligence and independence on the part of 

67s 



ECONOMIC ESSAYS IN HONOUR OF GUSTAV CASSEL 

the administration than the simple inclusion of interest, a fact that 
argues in favour of administrative improvements. 

The principle of simple inclusion of interest in costs tries to defend 
itself against more dangerous attacks by treating the less defensible 
cases according to separate rules. The main principle is applied, for 
instance, to State railways generally, but ‘'Kultur railways” are singled 
out as a special category. A distinction is made between public trading 
and other public activities, which are to be dealt with according to 
totally different principles. Arbitrary reductions are made now and then 
of the invested capital, on which interest is to be paid. Nevertheless, 
all these distinctions appear artificial. When the State prohibits certain 
branches of its administration from furthering public interests in ways 
similar to those applied by other departments (giving free benefits and 
imposing taxes where the relation between public and private utility 
makes it desirable), it can only be as a defence against its own weakness. 
It is also the old inconsistent division between a number of separate funds, 
which requires that the gas, water, and electric works of the same munici¬ 
pality must each lay by a fixed yearly percentage for expansion. Thus, 
protected against ratepayers and money-spending departments, a public 
saving is accomplished, just as the managements of many stock companies 
accumulate hidden reserves wherever they are allow^ed to do so instead 
of having an open and uniform plan of saving. If nothing more rational 
could be built up in defence against arbitrariness and the avidity of 
sectional interests, and if it was impossible to make the administration 
apply more rational principles, it might be dangerous to criticize the 
bluff generally practised on the basis of the antiquated figures of public 
accounts, and which is in conformance with the tendency of bureau¬ 
cracy to canonize the existing and least troublesome state of affairs. 
So long as nothing new can be constructed, however, the old system 
has a relative justification. 

If, however, the primitive theory of interest and costs is abandoned, 
modern economic theory offers a new and better starting-point. The 
catchwords of costs and interest payments can certainly, after the teach¬ 
ings of some few decades, be substituted in the popular discussion 
by the far more flexible slogan, Scarcity^ which economically has just 
the same sound effects, provided it is understood that the principle must 
not only be applied to the working of existing plants, but also to con¬ 
siderations of new constructions. So far there is a basis of a new price 
policy, due to the fact that so many of the younger generation have 
assimilated Cassel’s principle of Scarcity (cf. also the sections on “Kol- 
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lektivbediirfnisse’’ and Socialist price policy in Theoretische SoziaU 
dkonomie)y have, in theory and practice, had classical conceptions of a 
normal price as a long-run average cleared away, and have, moreover, 
had the idea of Capacity substituted for belief in Continuity and 
Divisibility. The assertion that the principle of Scarcity is teleological 
does not apply here where it is a case of public planning and where one 
of the purposes of the price is to limit sales. 

To people who have worked under the Cost principle for a lifetime, 
Heckscher’s* term “intermittant free goods,*’ to designate the spare 
capacity of public works too large to obtain full employment of capacity 
in the first years after the construction, may be of some help. But the 
whole relationship between building costs and prices calls for revision— 
not to say reversal. 


II. PRICE POLICY 

In cases where the public authorities let out means of production 
of a permanent character, it is natural to fix the price so as to obtain full 
utilization, or rather as near to full utilization as changes and irregu¬ 
larities permit. In the case of a railway plant or other permanent 
constructions similar considerations apply, though here it is necessary 
to charge an extra payment for operating costs. How far it is practicable 
for a public enterprise to approach full utilization depends on the 
trouble and drawbacks involved in frequent changes of rates and far- 
reaching discrimination. In any case, the advantage to the customers is 
greater when sales are as large as possible, and this fact must be of some 
consequence to the State, which spends money freely in order to benefit 
the same persons in other fields. Where demand is inelastic, however, 
the State may charge a higher price, and thus increase its own income, 
even if sales are thereby reduced so that full utilization of capacity is 
not reached. A rational State must here apply just the same principles 
as it applies to taxation of consumption, only it is much easier to 
make a beginning, and no special cost of administration is involved. 
When with the working of existing plants people learn to disregard the 
historically accidental limit of what the accountants consider full 
interest on the capital invested, it becomes unimportant whether prices 

* Of other Swedish authors, who have contributed to the discussion of the 
problems dealt with in this article, may be mentioned Wicksell, Bagge, and 
Ohlin. The capacity point of view has been strongly emphasized by the Danish 
authors Birck and Jantzen. A further reference may be made to J. M. Clark, 
The Economics of Overhead Costs, 
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in excess of variable costs are set aside as interest on investments in the 
plant, as interest on debt, or are used for other State purposes. 

Besides being modified by monopolistic principles of taxation, the 
scarcity price may also be modified in order to hinder or further a 
certain kind of consumption, or, more commercially, in order to create 
possibilities of future sales. In exceptional cases a price lower than the 
scarcity price may be fixed, if it is thought that the advantages of a cheap 
consumption compensates for the drawbacks of making rationing or 
similar measures limit sales, instead of using the price for this purpose. 
These are well-known exceptions, also known under a price policy in 
accordance with the traditional principle of including interest in costs. 

The main question is, however, when and to what extent ought the 
State in order to raise money (for interest and other expenses alike) 
charge a price not permitting full utilization of plants. As we are going 
to explain in the next section, this does not amount to the same thing 
as covering the fixed costs, since a limitation in the size of plants creates 
a scarcity, so that the income may possibly exceed the working costs, 
which again may mean either more or less than full interest payments. 
In certain cases the problem will be of a somewhat different nature, 
it being impossible to obtain full utilization of plants even at a price 
only covering the operating expenses. Generally, however, the problem 
is the following: Is a public enterprise to charge only the price corre¬ 
sponding to full utilization of its capacity, i.e. the full capacity or the 
scarcity price (which, it will be understood, may very well exceed the 
variable costs, or even these plus full interest), or is the enterprise 
to charge a price above the full capacity price of the plant, a tax or 
monopoly price ? 

Each public enterprise endeavours naturally to serve public purposes, 
either directly, by giving customers a net advantage beyond the payment 
charged, or indirectly, by providing a money surplus for the Treasury 
to be spent in other fields. In the former case it is necessary, consciously 
or unconsciously, to operate with the conception of consumers* rent. 
That consumers* rent is not a very tangible or measurable quantity does 
not justify its abandonment without further consideration, since mere 
guessing as to the advantage of the consumers will otherwise enter as 
a factor into the decisions, if the authorities do not, out of theoretic 
aloofness, fail to pay attention to the main purpose of all public service. 
Both where it is a question of providing a net income for the State, and 
where it is a question of giving the citizens a net advantage (consumers* 
rent), the elasticity of demand must be taken into account. Where the 
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operating costs are changing with the sales, this variation must also be 
considered. This may be done by considering the way in which the 
difference between demand price and costs vary with the size of sales, 
i.e. by considering the elasticity of the price in excess of operating 
costs. Irrespective of whether the operating costs are constant or not, 
we are in the following going to examine the elasticity of the price in 
excess of operating costs, which is essentially smaller than the elasticity 
of the demand cur\"e itself. At a price twice as high as the operating costs, 
the elasticity of the excess price is half that of the demand. 

Fig. I on page 680 illustrates the correlation between the elasticity 
of the excess price and the advantages to State and consumers, as well 
as the changes in these advantages caused by a small alteration of the 
price. The demand curve in its entirety will generally be comparatively 
unknown; a rough calculation, however, or a reasonable conjecture 
as to the elasticity of the part of the demand curve affected by possible 
changes in price affords, however, a sufficient basis for an estimate as 
to the effects. The result is partly determined beforehand by the charac¬ 
ter of the general demand curve, in so far as a price reduction will 
always entail a greater or smaller extension of sales. The figure is not 
only meant to illustrate the conditions in case of a definite rectilinear 
demand curve, but every part of the curve may be taken separately as 
an illustration of the effects of smaller changes in price along the whole 
gamut of elasticities, i.e. the component parts of all possible demand 
curves. The horizontal line at 0 corresponds to a price equal to the 
operating expenses, and the elasticities of Table i are based on the 
prices in excess of this level. This may be called excess elasticity. The 
capacity of the enterprise is not illustrated in the figure. It will, as 
a rule, be so small that full utilization corresponds to a scarcity price 
somewhere above the operating expenses. The figures concerning 
elasticity and the corresponding figures indicating the relation between 
increase and decrease have been computed by means of the proportion 
between the relative change in sales and the converse relative change 
in the price in excess of operating costs (cf. Table i). 

If we reduce the excess price in the figure, say from 4 to 3, and 
sales consequently increase from 16 to 17, the State loses i X 16 
(the horizontally hatched area between excess prices 3 and 4), and gains 
at the same time 3X1 (the vertically hatched area between sales 16 
and 17), i.e. its total loss amounts to 13. The former consumers gain the 
same i X 16 lost by the State, and the new consumers, moreover, 
have a small advantage, which, if the demand curve is rectilinear from 
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sales 16 to 17, amounts to i X the total consumers’ rent being thus 
i6|^. If we reckon with an elasticity as in the example above we shall 
always find that the consumers’ advantage by the price reduction is 
about 27 % greater than the loss of the State. If the demand line 
is curving downwards, the percentage will be somewhat smaller, which 


Price in excess of 



Operating costs 
Demand 


may be of importance in case we do not compare small changes 
in price, but alternative, more distant, combinations of price and 
quantity. 

Irrespective of all discussion of consumers’ rent, we assume that, 
if it is a question of smaller changes, and if only a small part of the total 
consumption is involved, an essential importance attaches to the differ¬ 
ence between the money the consumers pay or are willing to pay 
under two different price conditions. We are not going to deal with 
the question of consumers’ rent measured in terms of utility, and the 
possible corrections of the general principles in accordance with the 
income level of different classes of consumers. 
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Where the excess elasticity is larger than i, i.e. where the price 
is situated above the monopoly point, the reduction in price will give 
the State a profit (cf. the difference between the vertically and hori¬ 
zontally hatched areas between prices i6 and 15 and sales 4 and 5 in 
Fig. i). The consumers* interest, which does not count very much 
in money, is here of importance mainly because it induces the State 
to carry through a reduction in its own favour. 

Table i shows that the relation between the increase in consumers* 
rent and the decrease in profit is gradually shifting from the monopoly 
point, where the changes in consumers* rent count much more (with 
assumed continuity* infinitely much more) than the converse alteration 
of the profit of the State, quite down to the level of the operating 
expenses, where profits and losses are equal. A State which in other 
fields spends money in order to benefit its citizens has, consequently, 
at a small expense, an opportunity of giving them essentially greater 
advantages by fixing the price somewhat below the monopoly point 
(the excess price 10 in the figure). If, on the other hand, the collection 
of taxes involves direct expenses and indirect inconveniences, the 
State will only in exceptional cases charge a price covering no more 
than the variable costs, whereby the estimated advantage to the con¬ 
sumers would be no greater than the loss to the State. It is only possible 
to say, for instance, that a rational state, if scarce capacity has not made 
it charge a higher price, will desire to reduce the price to a point where 
the increase in consumers’ rent is 10-100 % greater than the loss in 
profit (cf. Marshall’s ‘‘compromise benefit curve,” formed by adding 
half the consumers’ rent to the profit of the State, PrincipleSy V, XIV^, 7). 
This tells us, however, that the price must be fixed at a point where 
the excess elasticity is between one-eleventh and one-half. However 
uncertain this may be, it affords, nevertheless, a reasonable argument 
for stopping somewhere between the monopoly point and the variable 
costs, and in case the State only reckons with a small expense for the 
collection of taxes, nearest to the latter price. When demand falls 
according to a decreasing gradient, as it will presumably do in most 
cases, we may have to continue with the price reductions still further 
down than illustrated in the figure. There is no reason to expect, 
however, that the demand curve should asymptotically approach a 
price corresponding to the operating costs; and since this is not the case, 

* If the proportion between the increase in consumers’ rent and the decrease 
in profit is r, and the excess elasticity e, we obtain, with assumed continuity, 
y = I; {i-e) and e = (r-i): r, 
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the excess elasticity must in the end be very small. The increase in 
price thus made possible may still be so small, however, as to be 
without practical importance. Whereas Marshall applies a demand 
curve, we in this article only assume known or conjectured points or 
combinations between price and quantity; only in such cases where 
the alternative points are situated at some distance from each other 
is it desirable to make an approximate correction in accordance with 
the presumed shape of the intermediate part of the curve. Whereas 
Marshall considers the total consumers’ rent, only changes in it are 
considered here. 

The purpose of the above calculation is to find an equilibrium 
between the interests of the Exchequer and the citizens respectively, 
the finance-equilibrium price, the taxation or monopoly price, which 
provides interest payments on this and other plants as well as means for 
all other State purposes. As mentioned above, this price is only applicable 
when it is situated above the full-capacity or scarcity price, which 
constitutes a minimum payment for the service. In building its enter¬ 
prises, however, the State has in many cases limited the size of the 
plant so much that there can be no question of any increase in price 
above that of full capacity, which price may then be found essentially 
above the operating costs. 

Where capacity is limited as compared with demand, the enterprise 
may in some cases, as for instance with regard to electricity, add a 
specially calculated payment for use of capacity (in kW) to the payment 
for operating costs (in kWh). The latter may possibly be calculated 
in proportion to the average or normal utilization in the period con¬ 
cerned, with a special addition for irregularity (cf. the telephone 
rates and Vinding: Electricitdtstariffey Copenhagen, 1933). When, 
as in the case of railways, there is no possibility of such a division of the 
price between payment for use of capacity and for direct expenses, there 
might be an increase in rates for the more irregular and capacity- 
requiring modes of consumption. The employment of separate rates 
for the use of capacity and operation tends to harmonize the demand 
of the consumers with the costs of the scarce means of production. We 
are not here going to deal with the problems of three- or four-dimensional 
demand and cost functions indicating variations in utilization of capacity 
and working time (or total quantity of power), nor with a possible 
appliance of taxation principles for both the above-mentioned kinds of 
payment. 

If we apply the principle of including interest in costs, the distri- 
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bution of fixed costs involves great difficulties. Of the first problem, the 
distribution of the building costs of a plant over the different years of 
its life, the most orthodox advocates of the principle dare at most 
give a partial solution by rules of unequal depreciations. But why not 
also distribute the interest payments over the years according to their 
ability to pay? As emphasized by my countryman, Niels Lindberg, 
the year is an astronomic, and only in certain respects an economic 
unit. In important respects the life of a plant is the decisive economic 
period. 

If, however, we abandon the principle of including interest, all the 
years are dealt with as a whole at the time of the investment, but in 
the operation of the plant they are dealt with separately, since it is not 
now a question of distributing a definite total amount. The smaller 
periods, seasons, days of the week or hours, are dealt with in quite a 
similar way. When interest is included in costs, the administration often 
endeavours to distribute the fixed costs in proportion to the share of 
the groups in the ‘‘peak load.’* But would it not, then, be the best 
plan to aim at full utilization all the year round and both day and 
night? If we start on the basis of the modified Scarcity principle, the 
most natural thing would be, in so far as administrative expenses and 
trouble make it expedient, to divide the year in periods each with its 
special rates, with the aim of a full utilization of capacity (leaving a 
reasonable margin for irregularity) within each separate period. This 
is not true when excess elasticity makes it more convenient to increase 
the profit of the State, even though sales should be somewhat reduced 
thereby. 

If the capacity is not fully utilized, or if different groups of con¬ 
sumers within the same period supplement each other in such a way as 
not to compete for the same capacity (eastward and westward bound 
traffic and to a certain extent heavy and light cargoes), they may be 
dealt with separately according to the principles described above, 
i.e. each according to its elasticity and possible scarcity of capacity. 

When, on the other hand, two groups of consumers compete for 
the same scarce capacity, consumption must be limited by means of 
one system of prices. Whereas, when interest is included in costs, the 
administration has to distribute a definite sum of costs among the 
groups, the aim is here to distribute a scarce amount of capacity in such 
a way as to further the interests of both the Exchequer and the con¬ 
sumers in a certain proportion. 

The following Table 2 gives a survey of different combinations. 
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As is apparent from the above table, the nature of the problem may 
vary very much, partly according to the desired proportion between 
profit and consumers’ rent and partly according to the scarcity of 
capacity. The assertion that there ought not to be any price differentia¬ 
tion in public utilities is only true if profit and consumers’ rent are given 
the same value, cf. cases i and 2 (here the top parts of all demand curves 



Fig. z 


are preferred). If, moreover, we assume a free capacity, we obtain a 
uniform price equal to the operating costs, case i. When the capacity 
is free, however, but profit is valued higher than consumers’ rent in a 
certain proportion, the result is a price differentiation, or rather mutually 
independent prices for each group of consumers according to their elasti¬ 
city (cf. cases 3 and 4, as well as Fig. i and Table i on pages 680 and 
681). If the capacity is limited, a monopolist who pays no attention to 
the interests of the consumers will apply a price policy which is nearly 
related with dumping (cf. case 5). There the supply and prices of 
individual groups of consumers are not independent as in cases 3 and 
4; but in distributing the capacity among the groups the State will 
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consider the effects on its own profit of an increase of the capacity 
within one group as well as the effects of the corresponding decrease of 
capacity within another group. 

Most cases in real life presumably belong to the very complicated 
group, No. 6. Capacity is here limited in relation to demand, and the 
State desires to benefit the consumers, though not quite so intensely 
as it wants to make a profit of its own. All the conditions that are 
present in the marginal cases are also of importance here. No doubt 
very different combinations will appear, partly due to variations in the 


Table 3 



Price 

Sales 

State’s Profit 
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Total 
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Social Advantage when Consumers’ Rent is 
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221 

III 

2 
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II 

35 

32.' 
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29J 

24 





No. 2 

No. 6 

No. 5 


two conditions dealt with in the table, and partly to the elasticity of 
demand, the alteration of the latter along the demand curves and the 
interplay between the groups occasioned hereby. I shall, however, 
confine myself to one strongly simplified case, from which, consequently, 
too general conclusions cannot be drawn. 

In Fig. 2 two rectilinear demand curves dd' and DD' for two 
groups of consumers are plotted on either side of the vertical axis, 
the horizontal axis being at the level of operating costs. The total 
maximum capacity is 5 units. The discussion is limited to three combina¬ 
tions, because the rates, for practical reasons, can only be modified by 
definite round amounts (cf. Table 3). 
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It will be seen that the uniform price 4 gives the greatest social advan¬ 
tage when the same weight is attached to consumers* rent and the profit 
to the State (cf. line I); on the other hand, an exclusive regard to the 
latter in the example will result in the strongest price-differentiation 
(cf. line III and case 5 in Table 2). Where partial regard is paid to 
consumers* rent (case 6 in Table 2) the result is a policy between the 
two extremes. Since the capacity of the undertaking given in the example 
is strictly limited, the price is situated at points representing consider¬ 
ably greater excess elasticities than in Table i on page 681, and different 
elasticities for the two demand curves. When we pass from line I of 
the example to line II, it is seen that the reduction of the capacity which 
is placed at the disposal of DD* contributes strongly to increasing the 
profit. 


III. BUILDING POLICY 

The question may now be put whether it is not a dangerous policy 
to reduce the price in order to get full utilization (apart from the 
taxation cases), even if in this way the State will get no interest on its 
building costs. Will the result not be a superfluity of constructions, 
which are unremunerative, also when consumers* rent and indirect 
advantages are taken into consideration.? There is a danger, it is true, 
that interested circles will put forward unreasonable demands, 
knowing that in the future prices will be lower when capacity is abun¬ 
dant. The realization is thus to a certain extent dependent on the organi¬ 
zation of the State. Therefore the advantages of a good system of rates 
and a satisfactory utilization of public works are a strong inducement 
to strengthen the efficiency of its organization and its power of resis¬ 
tance to sectional interests. Wicksell recommends a collection of contri¬ 
butions immediately at the time of the investment among landowners 
and other people interested in the construction, which would limit the 
demands and costs of investment. 

If the principle of including interest in costs is given up, and the 
corresponding limitation of the capital bound in public services, it is 
necessary to emphasize the claim for interest at the moment of invest¬ 
ment. There must be an expectation that the plant, so long as it lives 
and with the best possible rate policy at any moment, will give a total 
surplus in excess of operating costs, the capitalized value of which 
covers the building costs. In this surplus it is justifiable, however, to 
include expected consumers* rent and indirect advantages to the extent 
to which the State takes them into consideration. Quite similar prin- 
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ciples apply to non-commercial State enterprises which are not to give 
any cash income. 

Interest is thus included in the investment calculation. Dispositions 
after the building of the plant must, however, be based on the actual 
scarcity of capacity, which may involve both more and less than normal 
interest. In the investment calculation constructions that can be con¬ 
tinuously adapted to demand by proportionate building costs have the 
same effect as the corresponding operating activities. In the case of 
railways or bridges, where a plant of minimum size is usually more than 
sufficient, or in cases when the additional cost in case of an extension 
of the plant is rapidly decreasing, payment of the marginal costs will 
often fall far short of covering the average or total costs, which in the 
building calculation has partly to be covered by the expected consumers* 
rent. In the former cases changes in prices and technique may cause 
profit to be greater or smaller than the interest. In the latter cases the 
indivisibility of constructions, moreover, provide a reason for lower 
prices, especially during the first years. 

If a work of public construction is at the same time serving other 
public purposes, as for instance the unemployment policy, the advan¬ 
tage obtained hereby must be deduced in the building costs. It is the 
great advantage of the amalgamation of interests and possession that 
the question of payment does not prevent the utilization of unused 
capacity. 

If all economic conditions remained unchanged, and expansion 
could take place continuously, the result would be the same as that 
obtained by a rationally interpreted principle of costs and inclusion of 
interest, since under these circumstances it would be possible to predict 
and plan the economy of the plant in a uniform way throughout the whole 
of its life. The advantage to be reached, which is so much needed in a 
world of changing prices and technique, is that of being able to make 
the arrangement which is most profitable at any moment, irrespective 
of conditions only belonging to the past. At the construction of the 
plant one is to act with a view to the future, and in the operation with 
a view to the present and the future, irrespective of the past. This is 
achieved by abandoning the rigid principle of including interest in costs, 
which—on the ground of classical assumptions and with a limited basis 
in past experiences—^presupposes a stable and anticipated development, 
and the possibility of continuous investment. 
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1920-30 

GO ST A BAGGE, University of Stockholm 

Abstract theory cannot alone explain an actual situation; and it can 
never be more than a—no doubt indispensable but insufficient—^tool in 
deciding what measures should be taken regarding practical economic 
and social problems. This is obvious in respect of “static** theory, but 
holds true just as well in “dynamic** theory. Dynamic theory when 
logically and consistently constructed—^which certainly is not always 
the case—^seems, so far, to be even more abstract and intricate and just 
as difficult to adapt to actual situations and practical problems as the 
various kinds of static theory. Empirical, primarily statistical material 
is necessary, not as a “verification** of abstract theory, but to ascertain 
what postulates of abstract theory may be safely used for the explanation 
of a specific actual situation, just as abstract theory is necessary for 
the choice of such empirical material as is best suited to give its con¬ 
tribution to the object aimed at. 

The choice of postulates, and logical deductions from them, which 
are practical from the point of view of explaining a specific situation 
or the consequences of a certain policy, must thus be based on the 
empirical material; the compilation of that material will give a general 
picture of the actual process showing which factors are dominant and 
which are not important enough to be reckoned with in the interpreta¬ 
tion of the problem. In regard to the dominant factors it will often be 
worth while using theories, explaining what would happen if “other 
things remain equal** and the dominant factor alone changes in quantity, 
i.e. the ordinary equilibrium method. 

Such a combination between abstract theory and empirical studies 
will often give the result that different theories, put forth as excluding 
each other, are all quite useful although for different purposes. 

This has been specially evident in the discussion of recent years 
regarding the causes of unemployment, i.e, the theory of wages. Two 
opposite theories of wages—or of unemployment—can therefore both 
be perfectly “true,** depending on different historical circumstances 
which may make the one or the other theory, or perhaps both theories, 
applicable, by making their postulates appropriate for the interpretation 
of the situation under consideration. 


691 



ECONOMIC ESSAYS IN HONOUR OF GUSTAV CASSEL 

The aim of the study undertaken by the Swedish Unemployment 
Committee in co-operation with the Social Science Institute in Stock¬ 
holm has been, preparatory to a report on unemployment policy, first 
to make a presentation of abstract theory relating to wages and un¬ 
employment—^including, of course, those parts of the general body 
of economic theory to which wage theory is specially related—and 
then to collect and analyse available Swedish statistical and other 
empirical material relating to the decade 1920-30 from the viewpoints 
given in the theoretical part of the study. 

This paper will give a very short summary of the main results 
reached in the published part of the Committee’s report and its 
appendices and the conclusions which can be drawn from them. 
Material and viewpoints have also been freely used from a still un¬ 
published appendix by Mr. Dag Hammarskjold, the secretary of the 
Committee. For the interpretation of the results and the conclusions 
drawn therefrom the author of this paper is alone responsible. 

The statistical material brought together and compiled by the 
Committee and the Institute gives the following general picture of the 
unemployment situation in Sweden during the decade 1920-30. 

As in several other countries the figures of unemployment rose 
during the deflation crisis of 1920-21 to a level much higher than ever 
before reported, they dropped again during the years 1922-23 to 1929-30 
to a level which, however, remained very high, probably about twice 
as high as before the war. During the depression and crisis of 1931-33 
the unemployment figures went up again a third step, which during 
the first half of 1933 reached the same height as in 1921-22. 

The Swedish unemployment figures are to be found in the monthly 
reports of the percentage unemployed in the trade unions. The Unem¬ 
ployment Committee has carefully examined this material—^which only 
relates to industry and commerce—and has found, inter alia by com¬ 
paring them with other statistical sources, that they can be used as 
an indicator of the general development of unemployment in the 
country.* The pre-war figures are probably somewhat too low in 
relation to the post-war figures, but as a general picture ot the develop¬ 
ment of unemployment the above-mentioned conclusion that the 
general level of unemployment during the period 1922-23 to 1929-30 
was about twice as high as before the war will hold good. It has 

• In order to get a measure of the absolute volume of unemployment at a 
certain time and also to get other detailed information regarding the unem¬ 
ployed the Committee arranged a special census of unemployment in 1927. 
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thus been established that a very considerable augmentation in 
“permanent’’ unemployment, regardless of cyclical and other short- 
time variations in unemployment, has taken place in Sweden during 
the decade under consideration. What are the other data relating to this 
situation ? 

The rate of increase in the total population was practically constant 
from 1890 to 1925, In the period 1925-30 the rate of increase was only 
about half as great. The cause of this development is a combination of 
the fall in the birth-rate after 1910 and the heavy decrease in emigration 
during and after the war. These factors have, however, also affected the 
age distribution of the population, which from the point of view of the 
labour market is of great importance. The productive age groups, 
15 to 65 years, which in 1910 were 59*9 % of the whole population, 
were in 1930 66 %. As a result of these different movements the 
relative increase in the age groups 15-65 years during 1920-30 was 
about the same as during 1911-20 and greater than the immediately 
preceding decades. Because of the fall in the birth-rate after 1910 there 
has since 1925 started a definite fall in the absolute figures of the 
productive age group. 

It has been suggested that the decrease in emigration might also 
have had a special influence on the extension of unemployment, as the 
emigration before the war may have acted as a regulator of the Swedish 
labour market. As a matter of fact, the cyclical movements of Swedish 
emigration to America have been almost wholly dependent upon the 
American business cycles, decreasing in bad times and increasing in 
good times in America. It is only if good times in America should have 
happened to coincide with bad times in Sweden that emigration for¬ 
tuitously could have relieved the Swedish labour market in this way, 
but not as a regular factor. Moreover, the emigration hardly had any 
direct relation to the conditions on the industrial labour market in 
Sweden, as the emigrants almost wholly came from the agricultural 
population. 

The Swedish unemployment figures already mentioned relate only 
to industry, commerce, and transport. Agriculture and forestry have 
always been and still remain very important factors in the Swedish 
labour market, whose most significant feature since the seventies has 
been a permanent movement of the population from the agricultural 
to the industrial field. The results of this movement are, however, 
only registered at the decennial population census, and as the com¬ 
pilation of the census of 1930 has not yet given even preliminary 
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figures, nothing is definitely known regarding the migration from 
agriculture to industry during the decade 1920-30. From other material 
it seems probable, however, that the agricultural population has not 
moved over to industry at the same rate as earlier. This seems also to 
be confirmed by the different development of agricultural and industrial 
earnings. 

To sum up: the supply of labour in industry, as far as it is in¬ 
fluenced by demographical factors and is represented by the number 
of persons in the productive age groups, does not seem to have been 
augmented in such a way that this factor could serve as an explanation 
of the general level of unemployment during the decade under con¬ 
sideration in comparison with the pre-war situation. 

Preliminary figures from the Social Science Institute’s study of 
the national income in Sweden 1860-1930 show that the volume of 
production has expanded vigorously since the war. According to these 
figures the national income of 1927, in terms of 1913 purchasing power, 
was nearly 30 % above that of 1913, the two years taken for comparison 
being approximately in the same position as regards the economic 
cycle. The figures are, as already pointed out, only preliminary and the 
percentage given can certainly not be taken as an exact measure of 
the expansion, but they seem, compared with other available data, 
to give a good indication of the direction and the rate of the development 
before and after the war. 

The data regarding the volume of saving are in Sweden, as in 
other countries, very inadequate, but suggest a development more than 
proportionate to that of the national income. The same tendency is 
strongly reflected in figures available regarding the production and 
import of industrial capital goods. 

In relation to the total population the national income, according 
to the same figures, rose from 1913 to 1927 20 %, and in relation to 
the population in the age groups 15-65 years 11%. 

The increase per head of national income and saving has thus 
probably been considerable, and factors hitherto studied in the empirical 
material do not seem to be of any direct interest in the search for an 
explanation of the extension of unemployment before and after the war. 
The data given above would alone indicate a decrease and not an 
increase in unemployment. 

We shall proceed, then, to the study of the material regarding other 
factors which theory indicates as important for the unemployment 
situation. 

694 



WAGES AND UNEMPLOYMENT IN SWEDEN 

A structural change in consumption has no doubt taken place> 
probably as a consequence of the increase in national income and 
the decrease in the number of children per family. This change in 
consumption in Sweden after the war seems to have been largely 
directed towards products and services of branches outside industry 
proper and not recorded in the industrial statistics: retail trade, motor 
transport, building trades, amusement industries,' etc. 

Several of these branches of activity no doubt require a relatively 
high proportion of labour and less capital. On the other hand the higher 
standard of the lower income classes might have augmented the demand 
for standardized, machine-made goods, e,g. clothing, which demand 
proportionally more capital and less labour. At present we are not 
in a position to produce adequate data to show the net result of the 
changes in the structure of consumption. For the present we shall 
have to exclude this factor from our calculations. It does not, however, 
seem to have been of decisive importance in respect to our problem. 

The total value of imports and exports more than doubled between 
1913 and 1929, and at the same time the relation between the prices 
of export and import goods was very favourable for Sweden, which 
thus received comparatively more imports in exchange for exports. 
This development of Sweden’s foreign trade, and especially the expan¬ 
sion of the export industries, was no doubt one of the most powerful 
factors of the increase in national income already mentioned. 

It is, however, possible that the augmentation in the demand for 
labour through this increase in national income (and saving) may 
have been to some extent counterbalanced by a relative increase of 
the import and a relative reduction of the export of goods demanding 
a high proportion of labour, and conversely of goods demanding a 
relatively low proportion of labour. In regard to imports it is difficult 
to establish any such tendency, but the expanding export industries 
no doubt belong to the part of Swedish industry that demands most 
capital. 

It is also interesting to note that the export industries that seem to 
have led the development of national income in Sweden during the 
post-war decade, t,e, the wood-pulp industry, the paper industry, 
and the engineering industry, show the most decisive decline in the 
relative use of labour. Such a change in the methods of production is, 
however, not limited to these branches only but extends to the whole 
of Swedish industry. The predominant feature in the “rationalization” 
that Swedish industry underwent during this period was no doubt 
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the mechanization and the adoption of labour-saving methods of 
production. 

To obtain a satisfactory measure of such technical changes is 
hardly possible. The relation between the quantity of production and 
the number of workers can, however, be used as a general indicator. 
If the figure for the volume of production of manufacturing and mining 
in Sweden for 1915 is taken as 100, the corresponding figure for 1920 
was 93 and for 1929 147, an increase by about 50 %; if the number 
of workers in manufacturing and mining is taken as 100, that for 1920 
was III and for 1929 121. The number of workers per unit of pro¬ 
duction, taking 1915 = 100, was 119 in 1920 and 82 in 1929. The 
figures available furthermore show that this process of rationalization 
mainly took place during the five-year period 1924-29, when the 
yearly increase of capital goods for industrial use (production plus 
import minus export) augmented by 68 %. 

These and other figures indicate a radical change in the methods 
of production, which must evidently have meant a very heavy displace¬ 
ment in the relative demand for labour in Swedish industry compared 
with the pre-war years; although, at the same time, such a process of 
rationalization no doubt was, at the actual relation between product 
prices and wages, an important condition for the expansion of pro¬ 
duction, especially in certain export industries. 

We now pass to the last factor that may have been of special 
importance for the “secular” or “permanent” development of unem¬ 
ployment, i,e. the change in the general level of wages and cost of 
labour. 

The real wages per annum in manufacturing and mining rose on 
the average 28 % from 1913 to 1929,19 % from 1913 to 1926, and 22 % 
from 1913 to 1927. If workers in building, commerce, and transport 
are included, the rise in real annual wages is 37 %. The cost of labour 
in manufacturing and mining, measured by wages per hour in relation 
to prices of industrial products, increased by 71 % from 1913 to 1929, 
by 55 % from 1913 to 1926, and by 59 % from 1913 to 1927. Material 
enabling us to gauge possible changes in the efficiency of labour has 
not been available. There is no doubt, however, that the most striking 
feature of the period under consideration is the extraordinary increase 
in the labour cost of industry. 

The divergence between real annual wages and labour costs began 
during the years around 1920, and is so far to be ascribed mainly to 
the shortening of hours of work. It was further increased by the 
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difference in development of the cost of living and the prices of in¬ 
dustrial products. From this peak, attained largely by the legal regula¬ 
tion of hours of work, the general level of labour costs was never to 
be brought back to a level more parallel to the development of other 
factors relevant to the labour market. 

The material thus gives the following general picture of the unem¬ 
ployment situation in Swedish industry in 1920-30 in comparison with 
the pre-war conditions. 

The augmentation in the number of persons in the age groups 15-65 
years seeking employment in industry does not seem to have been 
greater than before the war. There has been a substantial increase in 
national income and probably in saving and accumulation of capital 
both absolutely and to a smaller extent per head of the population. 
The methods of production in industry have been radically changed, 
mostly in the form of labour-saving mechanization. The cost of labour 
has risen out of proportion to the changes in other factors. Unem¬ 
ployment has risen to a level about twice as high as the level before 
the war. 

The dominating features in this general picture are, besides the 
rise of the unemployment level, the increase in the cost of labour and 
the change in methods of production in a labour-saving direction, 
the “rationalization of industry.” The possible relations between 
movements in these three factors should therefore serve to explain 
how the situation on the industrial labour market under consideration 
has arisen. 

Abstract theory has demonstrated why a change in methods of 
production which demands proportionally more capital and less labour, 
and which is not counterbalanced by a sufficient augmentation of the 
volume of saving, ought to cause either lower wages or unemployment. 

If rationalization in a labour-saving direction is the consequence of 
better technical knowledge and not merely of a new relation between 
cost of labour and other costs of production, then rationalization may 
counterbalance the reduced demand for labour through an increase 
in the volume of saving based on a larger national income. Such a 
process will, however, as a rule require a fairly long period of time, 
and as the wage level has not been lowered but conversely has risen 
in an extraordinary degree, such a rationalization must have caused 
unemployment. We likewise know that a rise in the cost of labour can 
by itself make it profitable and often necessary to change over to labour- 
saving methods of production. A plausible explanation of the situation is, 
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therefore, that the rapid rise of labour costs has been conducive to the 
extended rate of rationalization and has thereby caused unemployment. 
The question whether the incentive to the change in technical methods 
has in fact been this rise in wages or some other circumstances is of 
interest also because in the first case it is less probable that the technical 
change imports an advance in technical knowledge and thus makes 
possible a counterbalancing of the reduction of demand for labour in 
the future. In both cases, however, unemployment was the result of 
the relation between the change in technical methods and the rise 
of the wage level. More light can be thrown on the character of this 
relation by a detailed treatment of data year by year. 

This is at least a good working hypothesis arrived at through the 
combination of theory and the main features in the general picture 
given by the empirical material. 

We will now go further into the details of the material to see if they 
correspond to the hypothesis or not and also, if possible, to throw 
some light on the short-time variations in unemployment during the 
decade 1920--30. A complete description and analysis of the material 
is out of the question here; only the movements of the factors chosen 
above and a few other facts needed for the explanation and the conse¬ 
quences of these movements for the unemployment situation could 
be considered in the space available. The chart on p. 699 illustrates 
the most important of these data. 

The unemployment figures for each year 1920-30 reflect the three 
steps mentioned in the beginning of this paper. The period between 
the two depressions, both of which sent the unemployment figures 
soaring up to heights hitherto unknown, is divided into three parts: 
a falling wave from the middle of 1922 until the autumn of 1924, a rising 
wave from that date until the spring of 1927, and after that another 
falling wave until the end of 1930 when the new rise of unemployment 
due to the great depression began. 

The annual average unemployment figures in 1920-1924 were: 
1920, 5*4; 1921, 26-6; 1922, 22-9; 1923, 12*5; and 1924, 10*1 %. 
The drop in 1922-23 was thus very sharp and made the annual average 
for 1923 less than half the average for 1921. 

To the increase in employment during these years corresponds 
an increase in the volume of industrial production. Taking 1913 = 100, 
the volume of the industrial production in terms of 1913 purchasing 
power was: 1920, 131; 1921, 106; 1922, 115; and 1923,132. Already in 
1922 the volume of industrial production was rising considerably, and in 
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1923 it had reached the level of 1920. For the whole national income the 
same index gives 120 in 1920, 94 in 1921, 97 in 1922, and 112 in 1923. 
The index for production per man-hour in industry (1915 — 100) 
rose from 114 in 1921 to 124 in 1922 and remained at about the same 
figure until 1926. The rationalization reflected in the rise in 1922 
had the form of a reconstruction of industry after the crisis in 1921, 
probably based mainly on the old capital equipment, whose value was 



• MV MB • Hourly earnings of male industrial workers in relation to industrial prices, 
n .. -» V^olmne of production, 

r - V'olume of production per hour of work. 

. Free-hand trend of the volume of money and credit (source: the above-mentioned investi¬ 
gation by I). Hammars’vjold). 

MMHMM Inverted value of percentage unemployment (seasonal fluctuations eliminated). 

written down in a way that facilitated the coming expansion. The 
rationalization during these years does not seem to have to any large 
extent involved mechanization reducing the demand for labour. When 
the volume of production reached the 1920 level in 1923, the absolute 
number of workers in industry had thus begun to increase, and unem¬ 
ployment had, as mentioned above, already started its decline during 
1922 down to the level of 1923-24. 

This development is the more striking in the light of the movement 
of prices. Prices continued to fall, though not at the same rate as during 
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the crisis. During 1922 the price index of the Board of Trade fell 
from 188 to 163, the cost of living index from 202 to 168. The price 
index for industrial products (1913 — 100) was for the years 1920, 

1921, 1922, 1923, and 1924, 335, 242, 188, 176, and 170. 

The volume of money and credit, as measured by circulating 
notes, money, or cheque accounts and unused overdrafts,* was steadily 
contracting during all the years under consideration until 1925. Evi¬ 
dently no explanation of the extended volume of production and 
employment is therefore to be derived from this factor. 

Money wages were reduced during 1921 and 1922 to such an 
extent that real wages in industry were at a lower level in 1922 than in 
1920. In fact, money wages fell at a more rapid rate than the prices 
of industrial products—^the latter being 78 %, the former only 71 %, 
of the 1921 level. Labour costs were thus rapidly and considerably 
reduced during 1922, remained at the same level in 1923, and rose 
again in 1924. Taking 1913 = 100, the relative labour costs per hour 
(ratio of earnings per hour to index numbers of prices of industrial 
products) were thus: 1920, 108; 1921, 143; 1922, 131; 1923, 134; 
and 1924, 141. 

The volume of trade in the sphere of consumption augmented during 
the same years, according to available statistics {e,g, regarding transport 
of different kinds of commodities), and the index for the volume of 
production does not show the same rate of expansion for production 
commodities as for consumption commodities. Taking 1915 as 100, 
the numbers for the former industries are, for the years 1920, 1921, 

1922, 1923, 1924, 93, 62, 75, 85, and 103, but for the latter industries 
93> 83, 95, 112, and 109. 

The situation in the years 1922-23 was thus characterized by a 
reduction of labour costs that was more rapid than the fall in product 
prices, a fall in product prices more rapid than the contraction of the 
volume of money and credit, an increase of the trade volume in con¬ 
sumption commodities and a rapid recovery in production and employ¬ 
ment. The reduction of labour costs at a more rapid rate than the 
decrease of product prices, together with the above-mentioned recon¬ 
struction of industry, brought about a situation in which prices of 

• A common form of lending money in Swedish banks is to give the customer 
a credit involving the right to draw cheques on the bank up to a certain amount. 
As long as the borrower has not used the credit to the full amount granted by 
the bank, the margin represents money at the disposal of the borrower in the 
same sense as money on an ordinary cheque account. For lack of an adequate 
word in English for this margin the term “unused overdraft** is used here. 
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products no longer fell below costs of production. In this way the 
expansion of production was made possible, although product prices 
kept falling and the volume of money contracted. 

This process during the years 1922-23 seems to be a matter of 
general interest, as it shows that a decrease of labour costs can under 
certain circumstances bring about the recovery of. production after a 
crisis and that a reduction of wages need not contract the volume of 
trade in consumption commodities and thereby counterbalance the 
recovery. 

The volume of production continued to grow until 1930, reaching 
in 1929 the index number (1915 = 100) 147. The declining curve 
of unemployment had, however, reached its minimum already in 
1924 and began again to rise until 1928, from 10 % in 1924 to 12 % 
in 1927; in 1928 and 1929 it fell again to the level of 1924. Indus¬ 
trial product prices continued to fall during the whole period, from 
170 in 1924 to 153 in 1929 (1913 — 100). The volume of money 
and credit stopped decreasing in 1925, was constant until 1928, and 
then rose considerably in 1928-30. The volume of trade in consumption 
commodities seems to have expanded until 1930, with two drops, 
one in 1925 and one in 1928, both probably related to changes in the 
agricultural production. None of them, however, coincides with changes 
in unemployment. Neither do the changes in unemployment during 
the period 1924-27 coincide with changes in the main factor behind 
the increase of production, the expansion of exports. 

The conformity during these years between the development of 
unemployment and two other factors, wages and mechanization, is all 
the more striking. 

Money wages per hour began rising in 1924 and increased con¬ 
tinually each year until 1932. Relative labour costs per hour in industry 
(relation between earnings per hour and prices ot industrial products) 
show a small increase already in 1923, but otherwise only differ from 
money wages in so far that their movement upwards is still more 
marked. The break in the unemployment curve and that in the wage 
curve are thus simultaneous, as also the increase in unemployment and 
wages during 1925-27. Rationalization, as registered by production per 
man-hour worked, went on steadily after a drop in 1923 and increased 
at an accelerated rate from 1926. Moreover, it now changed from the 
reconstruction of industry in general in 1922-23, mentioned above, to 
labour-saving mechanization. There is no doubt that this acceleration 
of the mechanization of Swedish industry and its effect on the demand 
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for labour were the main reasons for the increase of unemployment 
during 1924-27 and the relatively high level of unemployment during 
the following years, though lower than in the former years because of the 
still more rapid increase of the total volume of production during these 
years. This expansion of production was parallel with an increase of the 
volume of money and credit which started in 1928 and lasted until 1931. 

The process of rationalization was, of course, influenced by several 
circumstances, but the figures given above seem to indicate that the 
main incentive came from the rise of the wage level. Other information 
affirms this observation. A study of rationalization in Swedish industry 
during the period under consideration by Professor Gustav Akerman, 
published as an appendix to the report of the Unemployment Com¬ 
mittee, shows that in the concerns studied by Akerman wage increases 
have, in fact, as a rule been the cause of the mechanization. The number 
of cases studied is not very large, but being the only detailed study of 
the subject it affords good support to otherwise observed data in the 
same direction. 

Among the most significant of these data are figures showing the 
import during the different years of machinery used for the mechaniza¬ 
tion of important industries of different types. Compared with wages 
per hour, relative labour costs and production per man-hour, the three 
series show a remarkable correlation for each year and industry. 
Such a correlation affords, of course, no conclusive proof of the causal 
relation, but a close study of the material gives very little room for 
doubt that as a rule the wage increases must have been the historically 
prior factor and the incentive to the mechanization during these years. 
Nor does the material give any other plausible explanation of the 
process. 

If this is the causal connection between increase of wages, mechaniza¬ 
tion and extent of unemployment during the period 1924-29, as shown 
by the development year by year, it must also hold true in regard to 
the development of the “permanent” unemployment before and since 
the war, which has been shown above to be due mainly to the relation 
between wage level and rationalization. 

The mechanization was specially characteristic of the expanding 
export industries in 1924-29. These were at the same time leading the 
general expansion of industrial production. The result was that the 
productive resources of the country were during this period to a much 
larger extent than previously directed towards industry. At the same 
time the absolute increase in population in the age-groups 15-^5 
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was more than three times greater than the increase in the number of 
workers in industry. 

The rest of the population, with the exception of the persons 
absorbed by the new “service-industries,'* the building trades, con¬ 
struction of roads, etc., had to stay in agriculture and forestry, where 
“real wages" remained at a level lower than the pre-war level and the 
general standard of income had fallen much below that of the industrial 
standard. 

The reason why this situation has not resulted in a more extensive 
movement from agriculture to industry is, no doubt, besides the 
regulations of the trade unions within industry, the rationalization and 
unemployment in industry. 

The situation during the decade 1921-30 was thus characterized 
not only by a high level of industrial unemployment but also by very 
great differences in standards of income and living between different 
occupations, especially between agriculture and industry. If these 
differences had caused a more extensive movement of population from 
agriculture to industry and the forms of regulation of wages had still 
remained the same in the two fields, unemployment would have been 
considerably augmented. If the same regulation of hours of work 
and wages had prevailed in agriculture as in industry, and the develop¬ 
ment of labour costs in agriculture had been parallel with that in 
industry, the extension of total unemployment would also have been 
much greater than the actual one. One reason why unemployment did 
not increase more than it did was therefore the combination of the 
lower level of wages, etc., in agriculture and the hindrances to a more 
extensive movement of population from agricultural to industrial 
occupations. 

In the summer of 1930 the depression first began to make itself 
felt in Sweden and was inaugurated by a decline in exports. Industrial 
unemployment started to increase anew during the last months of 
1930, the increase in unemployment progressed steadily during 1931 
and 1932, and by the beginning of 1933 had reached the same level 
as in 1920-21. Wages per hour kept on rising during 1930, stayed at 
that level in 1931, and dropped to the 1929 level in 1932. The wage 
policy in 1931-32 was then quite the opposite of that in 1922-23. 
A detailed study of the influence of this wage policy on unemployment 
during the depression is not yet possible. It seems a priori obvious 
that a reduction of wages, however heavy and however skilfully applied, 
could have hindered neither the extension of the world-wide depression 
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to Sweden nor its consequences in the form of increased unemploy¬ 
ment. Another question, however, is the influence of the wage level on 
the actual volume of unemployment during the depression. This 
question cannot be definitely answered before a closer study of the 
material has been carried through. But already now it can be established 
that the influence of wages on “permanent” unemployment, which 
has been traced above, has to a considerable degree added to the high 
level of unemployment during the present depression. It also seems 
probable, in view of the general situation in 1930-32—^the conditions 
of trade in Sweden were, in fact, quite favourable until the spring of 
1931, in spite of the international depression—that there was ample 
scope for a skilful and flexible wage policy aiming at influencing em¬ 
ployment during those years, and that thus the actual, very rigid wage 
level during the present depression also contributed to the extension 
of unemployment. 

The material presented and this attempt at an analysis, though 
of course far from exhaustive, attribute to the movement of the wage 
level a considerable influence on the extension of unemployment in 
different directions, both in regard to “permanent” and to “cyclical” 
unemployment. One can, if one chooses, declare or deny that this shows 
that the movement of wages is a “cause of unemployment.” Such a 
discussion is merely playing with words, and as such is not very interest¬ 
ing. The result of our study is, rather, that under certain constellations 
of different factors relevant to an unemployment situation, there may 
be considerable scope for the wage level to influence unemployment, 
that such constellations evidently occurred in Sweden during the period 
under consideration, and that they were so constituted that the in¬ 
dustrial wage policy was in all probability a dominating factor in 
lowering or raising the level of unemployment. 
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ELI F. HECKSCHER, University of Stockholm 

In the last few years there has arisen a new interest in the right treat¬ 
ment of economic history and in the relations between economic 
history and economic theory. More and more it has become clear that 
the historical and the theoretical treatment of economic phenomena 
are not mutually exclusive methods, but that, on the contrary, theory is 
needed for the understanding of economic development, and history 
for applying theory to the right sort of premisses. 

One of the many problems to which this new insight should be 
applied refers to the divisions or partitions of economic history. The 
number of books and articles upon that subject is already, if anything, 
too large, and no good can come out of making each new contribution 
engender its own offspring. Therefore I shall refrain from reviewing 
what has already been said upon the subject, only sketching the broad 
lines of the earlier treatment and indicating an approach, which I 
already worked out somewhat more in detail in Swedish a few years 
ago.* 


I 

It should be made perfectly clear at the outset that such divisions 
have no existence in actual life. They are creations of the brain of the 
scholars themselves, to be regarded as a convenience, a help to under¬ 
standing, and are necessary simply on account of the inability of the 
human intellect to grasp as a whole complicated developments or 
relationships when they are not split up into a number of sections. 
In such cases, the proof of the pudding is in the eating; there can be 
nothing right or wrong in any system of divisions, so long as they 
enable us to understand what has really happened. But some of these 
methods may be confusing, and others may be based upon mistaken 
notions of what they are able to achieve, so that their character is far 
from being a matter of no importance. 

Now, history, as generally understood, means something which 
“develops” in time, so that what goes before is necessary in order to 

• Den ekonomiska historiens aspekter {Historisk Tidskrift, vol. L, Stockholm, 
' 930 , pp. 1-85). 


z 
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explain what comes after. A systematic treatment of economic pheno¬ 
mena, as they appear in different ages but irrespective of their chrono¬ 
logical order—presented with unrivalled mastery by Max Weber 
in his posthumous lectures, called in their English form General 
Economic History —is properly speaking not economic history at all, 
but economic sociology. If we stick to economic history, the divisions 
of the subject nearest at hand are of the same sort as those used for 
other sides of history, i.e. chronological sections, divided according 
to features which the historian regards as being of outstanding impor¬ 
tance to the development of that society which he is studying. It would 
not occur to an historian that, in his choice of “periods’"—a word used 
in history in a sense rather different from that applied in economic 
theory—^he would have to be guided by the same set of phenomena in 
each case; his periods would be entirely non-theoretical. He might, 
e.g., create one period for the rise and high-water mark of Greek 
culture; a second one for the Hellenistic empires; a third for the 
building up of Roman power; a fourth or fifth for the domination of 
the Papacy; a later one showing the results of the great changes following 
upon the political and economic revolutions of the eighteenth century, 
and so on. There is no principium divisionis in this, except the chrono¬ 
logical one. 

In the same way, economic history may be divided into chronological 
periods. If that is the real meaning of the demands for a use of “econo¬ 
mic styles” ( Wirtschaftsstile) or “economic systems” ( Wirtschaftssysteme)^ 
no more need be said. What is considered characteristic of economic 
life belonging to a separate chronological section will then be used as 
a basis for the period in question; and if the choice is a good one, 
bringing out what makes us understand real relationships and con¬ 
ditions, that treatment has justified itself. But in that case, as in those 
just now given from general history, it will become necessary to change 
your point of view from one period to another. One of them may be 
made to start from changes in the position of labour, another from the 
system of exchange, a third from the use of capital. It must not be 
supposed that the different factors of economic life are always to be 
found together in the same relative shape, so that, e.g., natural economy 
might always be found with either workers owning their own means of 
production or the reverse, with much or small use of capital, with 
extensive or insignificant use of credit, etc. Almost all sorts of com¬ 
binations are possible, though not all are probable; and though each 
of the component parts will show different features according to the 
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existence of other parts, no particular type of one part is confined to 
any particular type of another one. 

If this is granted, the use of “economic stages” {Wirtschaftsstufen) 
cannot be considered fortunate. For they are usually meant to be at 
the same time expressions of the development of a separate factor in 
economic life and expressions of the dominating character of a chrono¬ 
logical period. If what has just been said is true, this must in any case 
be unfortunate, as periods may be distinct from fundamental points 
of view, though showing no difference with regard to the factors being 
used as principium divisionis. To take the best of all these systems of 
“stages,” that of Bruno Hildebrand, separating natural and money 
economy, it is certainly unpractical to lump together all the important 
changes that have taken place since money economy came to dominate 
the economic life of our society within one single period. It might 
even happen that a difference which is important at one time becomes 
more or less irrelevant during other periods, and, thirdly, that a later 
period goes back to conditions which have occurred at earlier periods 
with regard to the factor in question, without reverting to the character 
prevailing at those earlier periods in other respects. To take another 
instance from the same system of economic stages, there was a relapse 
into natural economy in different countries after the World War; but 
this did not at all mean that economic conditions generally showed any 
resemblance to those of the early Middle Ages, because the reason 
for the prevalence of natural economy was quite different in those 
two periods. 

The only possible solution appears to be to separate “period,” 
meant to bring out the characteristic features of a given chronological 
section of history, on the one hand, from developments with regard to 
one particular economic factor or part of economic life, on the other 
hand. It is this second sort of treatment that I propose to call the 
use of “aspects” of economic life, the treatment of the development 
of economic conditions throughout the ages w 4 th regard to each side 
of economic life separately. It is quite clear that, in this latter case, we 
are unable to get a complete view of economic life at any given period; 
but if the aspects are well chosen, we might still be able to understand 
more of the true meaning of economic changes than by lumping together 
all the changes during a chronological section under the name of a 
“system” or “style.” It is more to the point to say that both methods are 
necessary in order to understand actual developments, and that they may 
be combined in many different ways, besides being treated separately. 
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It is quite clear also that the use of “aspects” of economic life means 
separating different parts of a connected whole, such as is the case with 
regard to all sorts of divisions. This separation can hardly be over¬ 
looked with regard to the “aspects,” as that very name suggests looking 
at your subject from a particular angle, consequently preventing you 
from seeing it in its entirety. The need for it is the same as the need 
for economic theory; and the treatment will have to proceed along the 
lines of a system of economic theory. As these systems are very diversi¬ 
fied, it is possible to approach your subject along many different roads, 
none of which may lead you astray, though one may be more con¬ 
venient than another. The whole method presents many similarities 
to the practice, prevalent at one time, of showing the history of 
the different parts of the economic system as an introduction to a 
theoretical treatment of them. The only question that can be raised is 
whether anything valuable can be brought out in that way. Though 
the space at my disposal makes it necessary to confine myself to the 
headings of the subject, or very nearly so, I hope to be able to show 
the use of this method. 

As a starting-point I shall choose a system of economic theory 
arranged along familiar lines. Beginning with economic activity itself, 
we first get the price system, and afterwards exchange, leading up to 
money. The rest refers to the two groups of prerequisites of economic 
activity, supply and demand. Supply contains the factors or agents 
of production, namely, nature, or land and raw products; man, or 
population and labour; capital, or the factor created by man; lastly, 
business organization, closely connected with capital. With regard to 
demand, on the other hand, it is difficult to make any subdivisions; 
it must be treated as a whole. Let us briefly glance at these categories, 
considered as aspects of economic history. 

II 

As to the price system, the first question refers to its existence or 
non-existence. It is true that the basis of the price system, i.e. the 
insufficiency of the means for satisfying human wants, has existed in 
ail societies yet known to man. But it is quite otherwise with the super¬ 
structure, a price system equalizing supply and demand. For many 
centuries the restriction of demand to the amount of supply to a very 
great extent has been created, partly or altogether, by other methods 
than prices; for different reasons prices have been kept too low to 
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limit demand sufficiently for creating an equilibrium. “Customary” 
prices of all sorts, e.g., customary rents, have usually been of that 
character; usury legislation as well as prevailing ethical tenets have 
caused lending without interest, or at a rate below equilibrium-point, 
resulting in an excess of demand which has had to be restricted by 
other means; price regulations inside the gild system, which in itself 
meant a restriction of supply, must have had the same effect; and 
lastly, maximum prices in other fields must also have necessitated a 
restriction of demand by other means, as is well known from the 
experiences of the World War. Enormous as are the materials amassed 
for knowing outward happenings in this field, I do not know of any 
single investigation bearing upon the working of economic life under 
these conditions. Already this instance is, to my mind, enough to show 
how much real insight into economic history is to be gained by applying 
theoretical aspects to it. 

Coming now to periods and conditions governed by an effective 
price system, the important thing is the different forms of prices. 
Foremost among questions referring to this are, first, the prevalence 
of “the law of indifference,” or its opposite, price discrimination; 
secondly, competitive and monopoly prices. With regard to the first 
of these problems, the well-known medieval market regulation, con¬ 
tinued well into the nineteenth century, aimed at securing price uni¬ 
formity through concentrating exchange in the market-place, though 
the success of this policy should certainly not be taken for granted, 
as many influences prevailing at the time worked in the opposite 
direction. The most important among these was the prevalence of 
monopoly. There are few instances more characteristic of the insuffi¬ 
ciency of theoretical knowledge among economic historians than the 
treatment of the history of monopoly. It appears to be generally 
believed that monopoly is a creation of “capitalism,” whatever that 
much abused word may mean, whereas the fundamental basis of 
monopoly, or the restriction of output, seldom has found a more 
consistent form than in the craft gilds, that characteristic product of 
the “pre-capitalistic” era. Only a study of the craft gilds from the 
point of view of the price system can tell us anything of fundamental 
importance with regard to the influence of the gild system upon econo¬ 
mic life, as distinct from other sides of its manifold effects. Such a 
study is far from easy, and we shall certainly remain for ever in ignor¬ 
ance of a great deal of what we want to know upon the subject; but 
this is no reason for avoiding questioning our sources about things 
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which are necessary to carry us into the heart of economic relation¬ 
ships. 

In giving these instances of what the price aspect might tell us with 
regard to economic history, I have kept to the static point of view, 
the explanation of the character of economic life at a given time. The 
dynamic aspect, referring to the factors which have changed one sort 
of economic relationships into another, is perhaps even more difficult 
and more important. As economic theory itself refers much more to 
static than to dynamic conditions, it is not to be expected that it can be 
as useful for such purposes as for that of explaining the character of 
economic life at a given moment; but it is indispensable to both. 

Leaving now the price system, we come to exchange. The starting- 
point there clearly is whether any exchange exists at all. The absence 
of exchange means self-sufficiency. Properly speaking, self-sufficiency 
is altogether outside real history, as it presupposes a Robinson (with¬ 
out his Man Friday); for already inside the household exchange takes 
place between services and commodities. If, however, we look upon the 
household as the basic unit of society, we arrive at that “closed house¬ 
hold economy” which Karl Bucher made the first of his “economic 
stages.” It is not at all clear that he understood the limitations of his 
concept, being confined to the aspect of exchange, instead of a general 
system of economic relationships; otherwise there can be no objection 
to this category as explaining the major part of economic life. But 
it should be borne in mind that self-sufficiency predominated over 
exchange in the case of the majority of the people in the majority of 
European countries well into the nineteenth century, so that the idea 
of confining it to the early Middle Ages is a mistaken one. 

In so far as exchange takes place, we have the important distinction 
between direct exchange, also called barter, and indirect exchange. 
The difference consists in the absence or presence of a third com¬ 
modity, coming between the one given away and the one required. 
Indirect exchange, in its turn, falls into two sharply divided categories, 
according as the intermediate commodity is like any other commodity, 
or, on the contrary, is a generally accepted medium of exchange, 
called money. Indirect exchange without money means two (or more) 
consecutive barter transactions, as the commodity to be sold is exchanged 
for another, which is not the one required and so must be sold again, 
in return for the commodity which the initial seller has had in view 
from the beginning. The existence of a common medium of exchange 
changes all this and creates money economy. In contrast to money 
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economy, Bruno Hildebrand placed what he labelled natural economy, 
which includes in fact all the three other stages, i.e. self-sufficiency 
or absence of exchange, direct exchange or barter, and indirect exchange 
without the use of a generally accepted medium of exchange. The 
absence or presence of money as a common medium is of such funda¬ 
mental importance that this treatment appears extremely fruitful and 
consequently eminently justified. It goes without saying that money 
economy in its turn must be split up into a number of subordinate 
divisions.* 

In this connection a few words must be said upon the system of 
“economic stages,** as constructed by Karl Bucher and Gustav 
Schmoller. It is probably based upon some notion of the development 
of exchange, but does not seem very happy. I refer to the series “closed 
household economy,** “town economy,’* “territorial economy** (the 
original contribution of Schmoller), “national economy,** and “world 
economy.** The underlying idea appears to be the distance traversed 
by the commodities from the producer to the consumer; but such a 
movement clearly lends itself only with a great deal of difficulty to 
being split up into distinct categories, as it is continuous. Take the case 
of a modern European town. It gets its bread from inside its boundaries 
—“town economy.*’ Bricks may be taken from the adjoining district— 
“territorial economy.** Textiles, machinery, and so on, may come from 
inside the country, over extremely varying distances—different cases 
of “national economy.” Coffee, spices, rubber, etc., come from over 
the sea, again from places at very different distances—“world economy.” 
It is submitted that nothing is to be gained by such artificial distinctions 
as these, and the probable explanation of their ever having been created 
is the common failing of mistaking the aims of economic policy for 
economic realities.! 

• I have studied these questions more fully in some other articles, viz. Natural- 
und Geldwirtschaft in der Geschichte {Vierteljahrschr, f, Soz,- u, Wirtsch-gesch.y 
vol. xxiii, 1930, pp. 454-67), and Natural and Money Economy as Illustrated 
from Swedish History in the Sixteenth Century {Journal of Economic and 
Business History, III, 1930-1, pp. 1-29). 

t The name “town economy*' is unfortunate even irrespective of this. It 
is used to describe a society the great majority of whose members lived outside 
the towns. And more than that, they must ex hypothesi have been so living. 
For as the towns were dependent upon outside supply of foodstuffs, there were 
only two alternatives open to them, either having a large countryside inside 
their political borders, in order to supply the food, or importing it from foreign 
countries; and the second alternative would have transformed “town economy* 
into a “world economy.** 
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III 

Upon leaving the price system and exchange we embark upon the 
limitless sea of supply conditions, and far less of what is relevant 
with regard to their treatment can even be mentioned here. Some¬ 
thing may, however, be said to illustrate my point of view. 

Nature as an agent of production lends itself less than any other to 
historical treatment, as it has changed very little in historical times, 
i.e. since the beginning of our knowledge of human society. Historically, 
the important thing with regard to nature is the attitude of man to it. 
This means, in the present case, first and foremost, the development 
of technical knowledge, and its history means not only a possible but 
a very fruitful aspect of economic history. Few factors have been more 
dynamic, i.e. have done so much to change the existing order of 
things, and a very great deal of the study of economic history properly 
belongs to this aspect. In the first place, this holds good with regard 
to those studies of the changes in the human attitude to their environ¬ 
ment which were initiated by Max Weber and followed up by Werner 
Sombart, besides a host of minor luminaries, as one of the most 
important roots of ‘‘modern capitalism.^’ Though some of the notions 
of these scholars were naturally exaggerated and even mistaken, they 
belong to the best contributions to economic history yet published. 

The next agent of production is man himself, being both the agent 
and the end of economic activity. From both points of view population 
becomes the first object of study, and its importance to economic 
history cannot be exaggerated. It presents, however, many difficulties. 
One of them is the absence of reliable data for most countries before 
the nineteenth century; but in this brief sketch I must reluctantly 
leave aside a discussion of the chances of arriving at the data necessary 
for forming our conclusions. Even apart from this, however, it is 
difficult to make the history of population a basis of economic history 
for longer periods, because, at least as far as we are able to judge, 
it shows no definite tendencies before the nineteenth century. If 
I can read the signs aright, the birth-rate was about the same for 
centuries before the last 150 years, leading to successive waves of 
over-population, i.e. an extremely variable death-rate, but only 
fairly slight continuous upward or downward trends. This would 
mean that the over-population theory of Malthus has been correct 
with regard to conditions prevalent before his own time, quite irre¬ 
spective of its applicability to later periods. But it is still possible that 
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this view may be mistaken; and in so far as reliable materials can be 
found to prove or disprove it, they are of course of exceptional impor¬ 
tance to our knowledge of economic history. 

Whether the view of Malthus has held good for the greater part of 
human history or not, it is possible to study the factors influencing 
increases and decreases of population. With regard to the nineteenth 
century, both available sources and changes in actual conditions make 
it a problem in the first rank of interest; but even before that time not 
a little may be gathered, even if numerical data are not forthcoming. 
Investigations might be made into what was done in order to prevent an 
increase in births or to get rid of an unwelcome offspring, and, in so 
far as neither occurred or was sufficient to prevent over-population, of 
how the “positive,” i.e. repressive, checks of Malthus were at work. 
The relations between the “preventive” checks—in their widest sense— 
and the adherence of the people to the standard of living, or tendency 
to raise it, should be studied. Moreover, changes in hygiene are of 
course very important in this connection. All this refers to population 
from the point of view of consumers; but demographical influences 
upon productive capacity are also very important, especially if com¬ 
bined with a study of prevailing customs with regard to the division 
of labour between men and women, the age at which children were 
put to work, the hours of labour, and so on. These subjects are well 
known, but they should be studied in connection with economic life 
as a whole, and as an explanation of it. 

If, next, the more or less demographical side of the human factor in 
production is disregarded, the most important problems belong to what 
is usually called the history of labour and wages. Few parts of economic 
history have been more eagerly studied, often very profitably; but 
many parts of it have been neglected or taken up from points of view 
that do not give an insight into their importance to economic life. 

The last-named tendency holds good with regard to the freedom 
and servitude of the workers. As Sombart has already pointed out, 
most students of serfdom during the Middle Ages have failed to notice 
whether there was any appreciable economic difference between the 
free and the un-free labourer; their point of view has been legal and 
social, not properly speaking an economic one. From an economic 
point of view, liberty and serfdom are of interest in the first place on 
account of their influence upon the mobility of labour, both between 
localities and between occupations; but this extremely important 
factor was influenced by many institutions besides the existence of 
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serfdom or its opposite, perhaps by the state of the poor law more than 
anything else. But quite another situation is created if real slavery 
should arise. For it usually meant a distinct form of labour organiza¬ 
tion, as was the case both in ancient times—^to some extent—and in 
some of the American colonies. A systematic study of the history of 
slavery from an economic point of view is still lacking, so far as I know; 
but it would mean a very important aspect of economic history, and 
would go far to explain the development of Greece and Rome, as well 
as that of the Southern States of North America, as its—negative— 
dynamic importance has probably been very great. 

Coming now to the problems of the free labourer, we are in the 
thick of the battle between the different schools, and it is impossible 
to do justice to the subject in a few sentences. But some fundamental 
results appear to emerge, and they have sometimes received less 
attention than their due. 

As is well known, Karl Marx emphasized the importance of the 
question whether the worker was owner of his means of production, 
excluding of course from that expression the worker’s own labour 
power, which was the most important among them. Interesting as that 
view may be, it appears to me that another one has been kept too much 
in the background, and that is the worker’s connection with the market. 
The worker can keep in contact with the market, whether he works 
for unknown purchasers or to order, and whether his customer is the 
final consumer or a middleman; and though working for unknown 
purchasers requires more commercial ability, the difference can hardly 
have been decisive, as is shown by the comparatively insignificant 
differences which sometimes exist between modern business concerns 
of the one type and the other. But the very requirement of getting into 
contact with the market, i.e. by working for more purchasers than 
one, must have taxed the ability of the medieval artisan heavily. The 
question is. How was he able to cope with it ? The usual answer appears 
to be that demand inside the small towns and their immediate neigh¬ 
bourhood was very stable. But this appears doubtful, when the pre¬ 
valence of wars, pestilence and famine is remembered. It seems to 
me that the influence of the craft gilds, working as modern cartels, 
must have counted for a great deal; and the sources should be questioned 
more incisively on that point than has hitherto been done. In any case, 
the contact with the market was the important thing. This is well 
brought out by taking a modern instance of what are probably the best- 
paid “workers” of all, i.e. the most successful among the barristers of 
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Anglo-Saxon countries, whose earned incomes are sometimes equal 
to that of a sterling millionaire. As is well known, they are abso¬ 
lutely prevented from approaching the final purchaser, i.e. the client, 
being briefed by “middlemen” in the shape of solicitors; and it goes 
without saying that they must work “to order.” The explanation of 
their high incomes can only be their contact with the “market,” in 
other words, that they are known to everyone standing in need of their 
services. 

When that is changed and the worker is restricted to a single pur¬ 
chaser, his position is fundamentally changed, even if he still owns 
his means of production. It is true that he would probably even in 
this case be dependent upon the capital of his purchaser, the mer¬ 
chant, at least as advancing the price of the finished product, until 
it had reached and been paid for by the final purchaser; but this just 
emphasizes the view that the ownership of the material means of 
production was not the decisive factor, for that remained with the 
worker. 

When the means of production became too expensive to be owned 
by every manual worker—in many industries, like the “heavy” metal 
ones, that stage came early—it would appear that the connection with 
the market would necessarily become broken. But such a conclusion 
would not hold good. It is extremely likely that independent craftsmen 
continued to exist long after they had to make use of appliances far in 
excess of their individual fortunes, especially with regard to the “mills” 
in the cloth industry, for fulling and other purposes. The solution 
appears to have consisted in the activity of municipal bodies and the 
craft gilds owning the mills and placing them at the disposal of the 
craftsmen. This probably presupposed a restriction of the number 
of craftsmen, and, as is well known, the numerus clausus became an 
important part of the gild system from an early date. Besides that 
contrivance, which should be studied more than has hitherto been 
done, the connection with the market could be kept up, even if the 
raw materials of the trade remained with the purchaser, as the modern 
case of tailoring establishments will show; the same craftsman would 
be able to work up materials belonging to different purchasers. But 
when the labour appliances went out of his hands, without being kept 
by an independent organization, like the town or the gild, his connection 
with the market became finally snapped; and in so far as this was the 
case, the point of view of Marx and the one brought forward here lead 
to the same result. 
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IV 

The last few paragraphs have already touched upon what has generally 
been considered part of the problem of the rise of “modern capitalism.” 
It must be said, however, that nothing good can come out of making 
the word “capitalism” into a jumble of disconnected notions, from the 
supposed rise of a “love of gain” to the disappearance of the manual 
worker from the market. The only reasonable use of the word appears 
to be to connect it with capital, in the sense used by all economic 
theorists worthy of the name. It goes without saying that that precludes 
the identification of capital with money, a notion which was exploded 
by David Hume upwards of two centuries ago. No man in his senses 
would maintain that factories or railways are built by gold and silver 
or bank-notes; and if it is not denied that means of production require 
capital in order to be established, it is impossible to treat capital as 
identical with money. Probably the historians of “modern capitalism” 
do not really mean the two words to be identical; but in that case their 
expressions are often unfortunate. Certainly a great deal remains to be 
done before economic theory and economic history cease to clash in 
this field. 

If we consider capital as identical with all contrivances meant to 
satisfy future wants, it is as old as the history of man, though its impor¬ 
tance has been widely different in various ages. In primitive culture 
there is far more need to emphasize the creation of stocks, the storing- 
up of consumable commodities, than the comparatively simple tools 
of labour; also the great building operations were sometimes im¬ 
portant in this respect. All of it required saving, i.e. reserving part of 
the annual product for the consumption of workers who did not con¬ 
tribute to it, or who wanted to do without efforts for immediate 
consumption at a later date; and in so far saving, too, is as old as man. 
There is not, however, much to be gained by enlarging upon very 
primitive conditions; but the situation, say, in the Middle Ages is of 
great interest. The small part played by the productive apparatus in 
creating a demand for saving—amongst its causes the absence of an 
extensive iron industry probably stands foremost—might have been 
expected to make saving plentiful, as industry in modern times is the 
most important consumer of saving. But credit for consumption 
purposes was probably comparatively extensive during the Middle Ages, 
and still more important, saving certainly was small. This cannot be 
explained through a general equality of incomes; for most facts point 
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to the conclusion that that equality is a myth. Rather, the true 
explanation appears to be that the rich were not at all that saving 
apparatus they have become in modern times; in other words, the 
difference in consumption, and expenditure generally, between rich 
and poor was infinitely greater in olden times. Consequently, saving 
had to be effected by much poorer people than the great of the land, 
i.e. by persons of a social standing below their standard of income; 
and their ability to save did not allow large amounts to be put aside. 
That savings were exceedingly scarce is shown by the enormous rates 
of interest that often had to be paid, 2 to 3 % in the month, and even 
40 to 100 % in the year; this appears to show the incorrectness of the 
view that savings had difficulties in finding an outlet. 

The first important increase in demand for saving came from sea¬ 
going trade, from the Crusades onwards, and to a far greater extent 
after the great discoveries of the new route to India and of America. 
The “waiting” needed to bridge the gap between the completion of 
technical production and final sales was greatly widened on that account, 
and the cost of trading increased also, though more for political 
purposes in the European settlements outside Europe than for purely 
trading purposes. In any case the result was a new demand for saving. 
This exercised a profound influence upon business organization, 
creating first the private companies of the Italian and Hanseatic mer¬ 
chants, afterwards corporations with a common capital and at the same 
time “perpetual succession and a common seal,” usually called joint- 
stock companies. But it must be said that the need for capital, and even 
more the need for fixed or permanent capital, on the part of these 
trading concerns may easily be exaggerated. Trade generally requires 
rather modest amounts of capital, when compared with industry on 
modern lines, and its need for fixed capital is still less; the proof can 
be found in the fact that the joint-stock companies did not actually 
procure a stable company capital until late, though their charters 
allowed them to do so from the beginning. It is not at all improbable 
that the increase in the demand for savings for the purposes of con¬ 
sumption, on the part of the ever-warring European governments, 
was of greater consequence than that emanating from ocean trade. 

The comparative smallness of the new forms of capital applications 
should be borne in mind when the much-debated question of the sources 
of saving is considered. The crucial period appears to be the sixteenth 
and seventeenth centuries, not the later Middle Ages, for a con¬ 
siderable increase in demand probably did not arise before the great 
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discoveries around 1500. As to that period, the only group to consider 
appears to be the merchants, and probably not a few very wealthy 
people but the ranks of the common merchants, exercising a rather 
widespread saving. The idea that, e.g., the shares of the English 
East India Company were mostly held by a few rich merchants has 
proved a mistaken one; the most important shareholder in the second 
half of the seventeenth century owned less than 5 % of the stock, and 
223 persons held more than £1,000 each. The Court and the nobility 
mostly sponged upon the undertakings, contributing very little by way 
of capital themselves. 

It is a difficult question how far monetary conditions contributed 
to the increasing importance of capital. Money economy, in this field 
as in every other, greatly facilitated exchange and the creation of a 
market, but it came comparatively early. It cannot be said that the 
great influx of precious metals after the discovery of America was a 
necessary condition of either the spread of money economy or of an 
increase in saving. Without it, the expansion of money economy would 
have meant a fall in prices, but that would hardly have prevented such 
a development. Now the result was a great rise in prices instead, and the 
profits reaped by many merchants therefrom may have been used 
for increased saving. But this by no means follows necessarily, and 
even if it were a fact, it may have been comparatively insignificant. 
There is more reason to emphasize the influence upon speculation 
exercised by fluctuating prices. The rise and development of the stock 
exchange may have been influenced by that factor, reacting in its turn 
upon investments. Still, there is every reason to caution against 
exaggerations with regard to the influence of money upon secular 
changes in the structure of economic society. 

The fundamental changes in the history of capital did not come 
until large amounts of saving came to be required for the production 
of real capital, i.e. before the production of consumable goods could 
begin; for that meant a decisive increase in economic activity with a 
view to future consumption. The basic prerequisite of this was a 
development of the iron industry, which should be studied as a central 
part of the history of capital; in comparison with that the textile trades 
must at best take the second place. There is every reason to go back 
to the eighteenth century as the most important in the history of capital, 
the “Industrial Revolution’’ being an expression which is as legitimate 
as such a label can ever be expected to be. The nineteenth century 
did not only see an enormous expansion of the same tendencies, but 
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also an enormously increased use of saving for another purpose, which 
had counted for rather little before, i.e. the creation of durable goods, 
first and foremost for productive purposes, in the shape of lines for 
telegraphs, railways, water, gas, electricity, and so on. 

These well-known facts are mentioned only by way of showing 
how the oft-told tale of the creation of the modern economic society 
will have to be treated if the hazy concept of ‘‘capitalism” is to be 
replaced by applying consistently the aspect of capital, properly speaking. 
There can of course be no objection to labelling the economic period, 
say, from the sixteenth or the eighteenth century onwards, that of 
modern capitalism, if this phrase is meant to express no more than that 
the importance of capital was the outstanding new feature of it. But it 
must then be made clear that the period contained also a host of other 
new tendencies, which should not come under the heading of capitalism, 
though they belonged to a period that was dominated by the spread 
of capitalism. In any case the aspect of capital, when applied to economic 
history, has to avoid the confusion between capital and other parts of 
economic life. 

Finally, we come to demand as an aspect of economic history. It may 
be said to embrace all the aims of man, as all of them come out in his 
demand for commodities and services. How man has come to demand 
this and given up demanding that can only be explained through the 
whole history of the human mind. From the point of view of economic 
history the most interesting problem in this connection is probably 
the reactions of human work upon human aims and outlook; and as 
everyone knows, the so-called materialistic concept of history is one 
of the attempts to solve that problem, though probably not the most 
successful one. But besides this great theme many other general 
problems emerge, one of the most fascinating being perhaps that of the 
growing differentiation of human wants, which can easily be shown 
at the hand of available materials. Another subject of the same character 
is the increase in the democratic character of demand, that of the masses 
meaning more and more in comparison with that of the rich; the 
dominating feature of modern industry is mass production for mass 
consumption, while industry in earlier times was directed in the first 
place towards luxuries. 

Qui trap embrasse mol etreint. There cannot be the slightest doubt 
that the previous pages have just hinted at far too many and far too 
great subjects, without getting to the bottom of any one of them. But 
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the aim of this article has only been to indicate an approach to the 
study of economic history, and that could not be done without giving 
instances of the results which such a method is able to further. 
Nothing can be more barren than controversies over method, unless 
the methods recommended or criticized are dealt with in the light 
of what they are able to achieve. 
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